DOCUMENT RESUME 



ED 249 019 RC 014 964 

TITLE Agricultural Communities: The Interrelationship of 

Agriculture, Business, Industry, and Government in 
the Rural Economy. A Symposium (Washington, DC. May 
19-20, 1983). 

INSTITUTION Library of Congress, Washington, D.C. Congressional 

Research Service. 
SPONS AGENCY Congress of the U.S., Washington, D.C. House 

Committee on Agriculture. 
Oct 83 

365p.; Some pages may not reproduce well due to small 
print . 

Collected Works - Conference Proceedings (021) — 
Legal/Legislative/Regulatory Materials (090) 

MFOl Plus Postage. PC Not Available from EDRS. 
Agency Cooperation; Agricultural Trends; 
♦Agriculture ; *Business; *Community Change; Community 
Role; Credit (Finance); Definitions; Delivery 
Systems; Economic Development; Farmers; Federal 
Government; *Government (Administrative Body); 
Industry; Information Needs; Local Government; 
♦Public Policy; Quality of Life; Rural Development; 
*Rural Economics; Rural Environment; Rural Farm 
Residents 
Impact 



Experts from government, academia, and interest 
groups met to discuss and explore the impact of changes in 
agriculture, industry, and government in shaping events in rural 
agricultural communities. Texts of 15 of the 18 papers are reproduced 
in the proceedings, along with the letter of submittal, overview, an 
agenda, and a list of presenters and participants. Titles of papers 
are: "Rural America: A New Public Policy Frontier," "Agricultural 
Communities: Economic and Social Setting," "The Changing Nature of 
Agricultural Communities," "Natural Resources and Agricultural 
Communities," "Rural America in Passage," "Farm Structure and the 
Quality of Life in Agricultural Communities," "Past and the 
Prospective Economic Development of Rural Communities," "Economic 
Interrelationships in the Rural Conmtun i ty , " "Family Farms and 
Agricultural Communities," "Rural Community Development and 
Agriculture: A Constructive or Destructive Relationship?" "Credit and 
Credit Institutions in Agricultural Communities," "Trends Affecting 
and Exhibited by Commercial Banks in Agricultural Areas," "Credit as 
a Public Policy Tool," "Rural Local Governments," "Agricultural 
Communities: Capacity To Govern," "The Rural Development Policy of 
the Carter Administration," and "Better Country: A Strategy for Rural 
Development in the 1980 "s." (NEC) 



PUB DATE 
NOTE 

PUB TYPE 



EDRS PRICE 
DESCRIPTORS 



IDENTIFIERS 
ABSTRACT 



* Reproductions supplied by EDRS are the best that can be made * 

* from the original document. * 



ERIC 




ERIC 



98th Congress | 
Ut Sesoion | COMMITTEE PRINT 



AGRICULTURAL COMMUNITIES: THE INTERRELA- 
TIONSHIP OF AGRICULTURE, BUSINESS, INDUSTRY. 
AND GOVERNMENT IN THE RURAL ECONOMY 

A SYMPOSIUM 



PREPARED BY THE 

CONGRESSIONAL RESEARCH SERVICE 
LIBRARY OF CONGRESS 

FOR THE 

COMMITTEE ON AGRICULTURE 
U.S. HOUSE OF REPRESENTATIVES 




OCTOBER \m 



Printed for the use of the Committee on Agriculture 

L'.S. COVKRNMKNT I'RINTINCl OKKICK 
WASHINC.TON : 1983 



ERIC 



3 



COMMITTEE ON AGRICULTURE 
E (KIKA) DE LA GARZA. Texas, Chairman 



THOMAS S. FOLEY, Washington, 

Vice Chainnan 
WALTER B. JONES, North Carolina 
ED JONES, Tennessee 
GEORGE E. BROWN, Jr., California 
CHARLES ROSE, North Carolina 
JIM WEAVER. Oregon 
TOM HARKIN, Iowa 
BERKLEY BEDELL, Iowa 
GLENN ENGLISH, Oklahoma 
LEON E. PANETTA, California 
JERRY HUCKABY, Louisiana 
DAN GLICKMAN. Kansas 
CHARLES WHITLEY, North Carolina 
TONY COELHO, California 
TOM DASCHLE, South Dakota 
CHARLES W. STENHOLM, Texas 
HAROLD L. VOLKMER. Missouri 
CHARLES HATCHER Georgia 
ROBIN TALLON. South Carolina 
BARLEY O. STAGGERS. Jr., West Virgir 
RICHARD J. DURBIN, Illinois 
LANE EVANS. Illinois 
ROBERT LINDSAY THOMAS, Georgia 
JAMES R. OLIN. Virginia 
TIMOTHY J. PENNY. Minnesota 



EDWARD R. MADIGAN. Illinois 

Ranking Minority Member 
JAMES M. JEFFORDS. Vermont 
E. THOMAS COLEMAN. Missouri 
RON MARLENEE, Montana 
LARRY J. HOPKINS. Kentucky 
GEORGE HANSEN, Idaho 
ARLAN STANGELAND, Minnesota 
PAT ROBERTS, Kansas 
BILL EMERSON, Missouri 
JOE SKEEN. New Mexico 
SID MORRISON. Washington 
STEVE GUNDERSON. Wisconsin 
COOPER EVANS. Iowa 
GENE CHAPPIE, California 
WEBB FRANKLIN. Mississippi 



Professional Staff 

A. Mario Castillo, Staff Ditpctor 

Robert M. Bor, Chief Counsel 
John E. Hooan, Minority Counsel 
Bernard Brenner. Press Sea-etary 



(ID 



4 




Congressional Research Service 
The Library of Congress 



LETTER OF SUBMITTAL 



October 13, 1983 



Honorable E (Klka) de U Garza 
Chairman. Committee on Agriculture 
U.S. House of Representatives 
Washington, D.C. 20515 

Dear Mr. Chairman: 



In February, you requested the assistance of the Congressional 



Research Service in providing a foruo to allow current views and information 
on the Interrelationship of agriculture, industry, and government In the rural 
economy to be gathered, developed, and discussed. Accordingly, the Service 
sponsored a two-day Symposium on this topic, held in the Madison Building of 
the Library of Congress on May 19 and 20, 1983. 

The Symposium had three baste purposes, defined as a result of 
conferences with Committee staff: 



(1) To obtain current Information and statistical data 
that would assist in the identli Icatlon and analysis 
of current conditions — or to determine whether auch 
Information is available. 

(2) To receive input from interested organizations, 
officials, Individuals as to what the problems are, 
what Issues are involved, and what are possible 
solutions . 

(3) To explore alternative approaches to dealing with 
current or developing conditions, including 
Identification of approaches that have worked well 
or have demonstrated potential, as well as any new 
Initiatives that may show promise. 



The Symposium was not designed to make recommendations or to reach conclusions. 
Rather, It was designed to develop a base of Information with regard to 
ngrlrultural communities and the rural setting within which they operate, nnd 
CO elicit Ideas and points of view regarding the Implications of this 
Information for public policy. 

Eighteen papers were presented at the Symposium by a variety of experts 
from government, academia , and interest groups. These presentations were 
dl.*3Cussed by the Symposium participants, who represented the various sectors 
of contemporary rural America. Both presenters and participants were chosen 
for their special competences and with regard for appropriate balance. One 
participant, noting the diversity of those Involved, commented that; 
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Honorable K (Kika) de la Garza -2- October 13, 1983 



I think the real plus of this kind ot gathering is th.3t tor 
the first time that I know of you people are be^^inning to talk 
about agriculture and rural development in small consiiunities 
in the same meeting instead of luiving an ag mooting and a rural 
development meeting. I think that may well be a real plus. 

The Agenda of the Symposium and a list of presenters and participants are 
attached as appendices to the report that I am submitting to you. 

The Symposium was planned and organized by Sandra Si Osbourn , 
Specialist in American National Government, with the assistance of James H. 
Johnson • Barry Carr , Senior Analyst in Agricultural Policy, Dennis L. Little, 
then Specialist in Futures Research, and Jean Wells, Specialist in Money and 
Banking, served as moderators during the Symposium. James Bickley, Eugene 
Boyd, Charlotte Breckenri dge , Rcmigius Jurenas, Stacy Kean, Nancy Miller, and 
Jeffrey Zinn served as rapporteurs. Ruth Allison, of the Office of Member and 
Conmittee Relations, was responsible for Symposium logistics. 

The report that accompanies this letter contains the text of fifteen 
of the eighteen papers presented at the Symposium* Three of the panelists, 
Glenn Nelson, James Sviderskl , and Robert Carleson, were unable to submit 
papers. Since the proceedings of the Symposium were recorded, we are able to 
include portions of these three presentations in the Overview. Glenn Nelson 
was chosen as a panelist because of his Involvement in the work of the National 
Research Council's Panel on Statistics for Rural Development Policy; the 
summary and recommendations from the final report of this panel are included in 
this report! Robert Carleson was asked to present the Reagan Administration's 
position on the Federal role in the governance of agricultural communities and 
in rural development; his presentation, portions of which are included in the 
Overview, is supplemented by the executive summary of the Administration's 
rural development strategy, which was submitted ro the Congress in 
February '.983. 

The Overview was written by Sandra S. Osbourn. It suimaarizes the 
Symposium, and is based on the papers submitted for publication and on the 
presentations and discussion at the Symposiumi Symposium correspondence and 
manuscript preparation were carried out primarily by Daphne Bigger and 
Daphine l.ee • 

I am hopeful that the Symposium and the report that resulted from 
it will be of assis'ianne to the Committee and to the Congress in dealing with 
matters related to agricultural and other rural communities. 
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Foreword 



There is today a great and serious gap in the information which 
Congress and policymakers in other areas need to make intelligent de- 
cisions about Issues involving the future of the nation's agricultural 
communities. We have a great deal of up-to-date and detailed 
information about the industry of agriculture. But we have much too 
little information about what is happening to the communities in which 
our farm families live, and what developments in those areas may mean 
to the people there and to the rest of the nation. 

We need to know, as specifically as we can, what has been 
happening to agricultural communities as they have become more 
diversified, and what policy challenges this presents to Congress as 
we mov'e into the late 1980s and beyond. We simply don't know all we 
should in this area. 

To help fill this gap, I asked the Congressional Research Service 
in February, 1983, to help provide a forum in which expert analysts 
could discuss and explore the impact of changes in agriculture, 
industry, and government in shaping events in rural agricultural 
communities. The symposium was held at the Library of Congress on May 
19-20, 1983, and this volume contains the proceedings of the meeting. 

All too often, the many different types of communities we find in 
rural America are viewed through a glass that shows us an idealized 
picture based on childhood memories not a roalisti.:: picture of the 
complicated truth. The pictures we base on memory fail to tell us 
what happens when rapid change? in agriculture, in population growth, 
or in the non-farm rural economy put great strains on the ability of 
local governments to serve their people. 

The symposium and the resulting papers in this volume represent 
the start of what I hope will become continuing educational process. 
The goal of this process is the development of a wide, current body of 
knowledge about our agricultural communities and the importance of 
keeping them economically and socially viable. 

I would like to thank the Congressional Research Service for the 
excellent iob it did in preparing this report. Also, I want to 
recognize the invaluable assistance, which took the form of generous 
contributions to the symposium, of the Ford Foundation, the Farm 
Foundation and the National Rural Electric Cooperative, I hope the 
information contained in this report will be useful to all who read 
it. 



E (Kika) de la Garza 
Chairman, House Committee on 
Agriculture 
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OVERVIEW 



NEW REALITIES 

K recent survey of rural research needs for the eighties concluded that 
thtt only available vantage points for reviewing ocenarios for the future and 
Identifying implications of these scenarios for research or for policy were 
-early and Insecure. 1/ Th; Congressional Research Service Symposium on 
Agricultural Comaunltles confirmed that finding. It is no longer possible to 
draw on the comfortable rhetoric and models of rural America that have 
dominated research and policy discussions for the past 25 years. Old images 
of people or communities left behind, or of universal rural deficiencies when 
compared to urban standards no longer seem to apply. New images and models 
are beginning to emerge, but are not yet clearly delineated. Ed Blakely, in a 
flunmary statement at the end of the Symposium, challenged the r^rticlpants to 
go out and "try to come up with the model we are working toward, rather than 
dealing with the model we came from."* The product of the Symposium was not 
a new set of final ar.swers, but a first step in an attempt to describe new 
realities and to relate these realities to policy. 



1/ Dillman» Don A.» and Daryl J. Hobbs. Issues for the 19803. In their 
Rural Society in the U.S.; Issues for the 1980a. Boulder, Westvlew Prress, 
1982. p. ^?0. 

* Indicates quoted material is taken from the transcript of the 
proceeding3. Otherwise, quoted material l£ from written texts prepared for 
delivery at the Symposium. 

(1) 
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Transit ion 



Rural Africa is in a stat« of transition, thu n/iture of which we do not 

yet fully .mderstanrt, and rural policv need* to adapt to th.. new conditions; 

these are premisei that ,eet«ed to he generally accepted, What neerns to be 

missin?. according to a number of participants, is a sense of crisis that might 

spark a response at the national level and a clear sense of direction and 

policy responses that will fit thP new rural realities. James f.iltmier seemed 

to sum up the feelinRs of many when he said he ", . . used to think I was 

pretty smart about rural America, but I don't know what it is anv more,"* 

In part, this uncertaintv was attributed to inadequacies in the data base 

relating to rural America, The lack of an ad-!quate data base has been a 

constant theme of rural policymakers and analysts since rural development has 

been a national Roal. It has become even more critical because of the chanRinR 

nature of rural areas and communities and the need to reshape policy to adapt 

to this change. The report of the National Research Council's Panel on 

Statistics for Rural Development Policy, 2/ whose findings were dis.-ussed at 

the Symoosium bv nienn Nelson, concluded that; 

We know a great deal about rural America and the forces that are 
shaping It, but we know too little. 'Where we arc,' 'where we have 
been, and how we got here' are all subject to dispute. 

It wan the sense of the Symposium that where we are going is equally 

murkv. Oavid Brown captured the mood of the participants;* 

I judge that there was very high level frustration in this room and 
the frustration is that people cannot identifv the uniquelv rural 
issues on which policy will focus in the next decade or so, What is 
the crisis and what is the issue? The truth of the matter is that 
there has been a lot of change in those conditions upon which rural 

2/ Herea-ter citpd as the National Kesnarch Council Panel report. 
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policy has been focused* It was very easy to Identify uniquely rural 
Issues or Issues that were Important In rural areas such as poverty, 
racial discrimination, there was small scale, distance, and many of 
thttse things— many of these issues have really changed substantially. 
The gaps between urban and rural areas are diminished, the population 
is growing . . . and these traditional disadvantage Indicators upon 
which rural policy is focused don't support the same types of programs 
anymore. So I Chink policy people and research people need Co geC 
abouC the business of trying to identify what in fact is the rural 
Issue for which policy can be fccused and it's clear from the 
discussion we had here that we're not really there yet. We don't 
really know what the Issues are, and I would suggest that as a 
challenge • 

Fred ButteL Identified two "potentially pathbreaklng set of technological 

changes" that are likely to have profound Impacts for agricultural and other 

nonmetropolitan comnunities . The first is Che move toward an *'lnf ormatlon 

Society.** According to Buttel, this trend will allow for continued industrial 

deconcentratl on which could benefit nonmetropolitan regions, but it might also 

make redundant many workers who perform the manual labor and clerical functions 

that will be assumed by computers, robots, and related machines. The second 

change is the emergence of biotechnologies in agriculture, which could lead to 

"massive changes in the nature of agricultural Inputs and in the processing 

of agricultural outputs/* factors of great signlflcanco to agricultural 

communities. Buttel concludes that: 

The specific changes that will occur are, again, too nascent to be 
predicted with any accuracy. But It is likely that these changes will 
be far-reaching and will significantly affect the interface of 
agriculture and community over the next several decades. 

Norman Rcid suggested that the uncertain knowledge base and the 

continuation of rapid change requires that policymakers act cautiously: 

The need to solve old problems at the same time as we are rethinking 
the configuration of our [federal] system provides a difficult 
environment In which to make policy. There is much that we do not 
know about either the old environment or the new one. While our 
picture of where we have been Is probably accurate In its major 
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outlinps, it remains both incomplete atM out-of-date. Wfi need to 
understand rauch better than wo do the full nffects of the 
institutional and financial chanj?»?s of the last 20 vears on the 
quality of rural services, and we need to be sure that the advances 
we had made through 1977 have not come unstuck during the fiscal 
austerity of the late seventies. 

We know even less about where we are headed and will need to carefully 
monitor the new system as it evolves, During the transition period, 
special care will be needed in shaping policies. Policymakers must 
act cautiouslv ar. they respond to new and pressing needs t.-) assure 
that new Policies fit within the emerging governmental structure in 
a constructive way that does not prematurely foreclose other options 
for the longer ran. It will not he easv. 

gd Blakely, in his summary statement, suggested that rural transiti.'^n had 
crear.ed two crises at the national level, a crisis in understanding and a 
crisis in solutions. If these crises can be resolved, a workable policy can 
be deve loped ; * 

The first crisis that I think we would need to overcome is our crisis 
of understanding of what is rural . . . whenever there is change it's 
a crisis because people, if they don*t have the old base for their 
understanding and no really new base has been formulated, they are 
very uneasy ... we can't define things anvmore, we don't know what 
we're working for, we don't know why we're trying to work for these 
things, why we're trying to define the familv farm, is it important, 
why are we tring to define rural — is it important or isn't it. 
import ant ? 

The other crisis in confidence' we have is a crisi** in confidence that 
comes from solutions. The solutions of the fifties and sixties don't 
seem to be workable in the eighties. Our war on poverty launch now 
would be ludicrous. People would laugh at you. If you attempted to 
get the current farm support programs in — if they weren't there, we 
would be in awful trouhle trying to get these kinds of orosrams in, 
and L think there is a crisis in confidence particularly about social 
intervent ion-- intervent ion to all kinds of things — education, etc. 
We put more monev into schools and schools got worse. We have put 
so much money into agriculture that wfi are producing more than we 
need or want to, and we have real crises about government and what 
it is supposed to be doing. So I think wo have those kinds of 
cr ises . 

Blakely. in his prescripiton for rt^solving the crises of understanding and of 
solutions, around that while thn negative aspects of th»' new rural diversitv-- 
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the isolated, d i Badvantagod place-^ an'i people that atill exi^tt— should not be 
ov*!riooked, the empahsis should bo on -/ecoRniz in^ rural America as a place of 
opportunity:* 

I think that if we constantly try to check out the old rural 
problems and address an old rural solution, no one in Congress is 
going to listen to us because we don't have any support for that and 
maybe we ought to look at and find some Isrger scale problems in the 
nation am. in solving? those problems, see what they do to rural 
AmericT and trving to make rural America, as I trv to talk, a pUce 
of opportunity rather than trying to characterize it as a place of 
the past. , . . We have to get in the middle oir the bi^ issues and 
make rural part of the big issues and not the side «ame— not the 
residual Rame , but part of the main wme ... my feeling is that we 
have to play the rural game to win, and that*» to make rural places 
more vital, more robust, not the industrial hospices, but the places 
that get the new industries, have the best mixture, the best 
diversity, the matching of human and physical resources, and new 
patterns of convK«nity, and promote the new patterns of communities 
rather than trying to fight it. 



Pgcentral igat ion 

Many of the new rural policy models are locally generated and may not be 
known at the national level or, if known, may not be suitable for national 
action. To those who are accus:omed to active national involvement, this 
decentralization can lead to a frustrating and disconcerting sense of being 
left out of ••he action. To those who advocate less national government 
activity and greater local or private initiative, the 'current model is welcome. 

Decentral i;:at ion of policy was noted in ihe National ReJuarch Council 
Panel report; 

Manv individual rural comunities will reach a consensu.s ahont their 
problems and needs, but those local decisions will be different from 
coOTTiunitv to communitv, they will receive only casual and sporadic 
attention at state and federal levels, and they -.ill not sum to a 
national policv in any conventional sense. Federal and state 
governments will continue to serve specific needs with specialized 
programs that are coordinated poorly if at all. 
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Norman Reid pointed out that current trends in intergovernmental policy are 

likf»ly to encourage decentralization, with two probaole results: 

First, the locus of decisionmaking for many critical intergovernmental 
issues will be shifted away from the Congress and into the halls of 
state legislatures. And second, for this reason, a multiplicity of 
intergovernmental approaches, rather than a unified one, will be the 
result as each state decides to define its own programs in its own 
way. 

Catherine Lerza poined out the difficulties involved in trying to translate 

H multiplicity of approaches into unified national policv:* 

. . . the problem in terms of kind of marshalling the troops or 
3omethinR is that when things are happening at the state and local 
level, it's hard to make a national movement . . , (Things are) going 
on in Minnesota, Iowa, Ohio, a lot of different places. That's 
somewhat coordinated, but it's not coordinated with things that are 
going on in Texas or Calilornia or Masjiachusetts . I think the 
challengR is organizers, lobbyists, advocates, etc., for the agencies 
to try to find a way to pu' I that together. 



The national policy dilenmaa associated with decentralization are akin to 
thosp eissociated with one of the most common themes in today's rural development 
literature; diversitv. If there is one thing on which rural observers agree, 
it is that todav's rural America is not a monolithic entity dependent on 
agriculture or mining and other natural resource industries, but a diverse 
landscape whose people rely on a wide variety of sources for income and 
employment: government, retiremtint income, junior or senior colleges, tourism, 
and servict* industries, to name a few. This diversity was eloquently described 
in the introduction to the summary of the National Research Council Panel's 



Divers ity 



study : 
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Rural America is wondrousiy dlverae. Some rural areas are changing 
rapidly; somu pre not. Some are bursting at the seams with new 
residents: some are quietly dying htjcause they have been forsaken by 
succeeding generations of young people. Some rural areas are basking 
in prosperity, and their residents enjoy many of the amenitler of 
urban life; some rural areas remain remote, Isolated, and lonely 
places whose residents struggle to make ends meet in an oppressive 
atmosphere of grinding poverty. Some rural areas are becoming more 
and more like urban areas; others are becoming less so. One can have 
a hot argument about whether convergence or divergence Is the more 
importdiit trend for rural America, with compelling evidence on both 
sides: It all depends on the area and the traits that concern one 
most. Regions differ in culture and history. Communities range from 
a lobster port in Maine to a ski resort in Colorado, ro a lumber town 
In Idaho. There are also similarities, however, in institutions and 
human aspirations and interactions. Few generalizations about rural 
America are valid, because any valid generalization would have to be 
so carefully hedged with qualifications that it could hardly be 
considered a generalization. 

Communities in rural areas differ in style and substance. Even 
agricultural communities differ, as Daryl Hobbs points out: "It doesn't take 
a researcher to see that there are differences in organization, character and 
even appearance of rural communities that are surrounded by cattle ranches and 
those that are surrounded by dairy farms, between those surrounded by fruit 
and vegetable producers and those surrounded by cash grain farmers." Hobbs 
finds that generalizations are no longer possible and that at a minlraiim region 
of the cooiitry, size of farms, type ot farm output, and the extent of off-farm 
activity will produce different community consequences. 

Differences are even more marked among those communities that rely on 

functions other than agriculture, as Ed Blakely noted; 

Particular rural comraunltU's cater to particular lifestyle choices 
And attract newtioraers with slmiUir inter*»sta. For Instance, many 
small towns are principally or entirely oriented to retirees, various 
religious groups, tourists, or professional artists. Many small 
communities have attempted to accent and thus reify the lifestyle 
attractive features. 
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What does diversity mean for the developers of public policy? It seems 

fairly obvious that U becomes a complicating factor, making It more difficult 

to develop and attract support for policies and programs aimed at a generalized 

rural connunlty or citizen. Lynn Daft said that: 

The enormous diversity of circumstance and need that characterizes 
rural America In the 19806 calls for a much different national 
policy than we have witnessed in the past. Pasc policies have too 
frequently fastened-on to the issue of the day, whether it was 
economic development or poverty or capacity building. While Federal 
activities addressing these and other topics have served a useful 
purpose, they have also resulted In partial and oversimplified 
policies. Any national policy that attempts to force all of rural 
America Into one mold Is doomed from the start. For a political 
system that Is accustomed to designing policy around simplified v .ews 
of the political economy, this poses a special challenge. 

Fred Buttel , analyzing the literature that might form the basis for the 

development of policy, found that diversity either had been Ignored In the 

search for a high level of generality or, conversely, had succumbed to 

"holistic paralysis," vhlch emphasized and unduly exaggerated diversity and 

advised that: 

What Is most needed to avoid holistic paralysis In the analysis of 
farm structure and the well-being of agricultural communities Is tm 
effective typology of agricultural communities that can provide a 
framework for placing previous studies In perspective and for 
enabling future research to disaggregate statistical relationships 
within types of agricultural communities. 



Disparities 



One element of diversity among rural areas Is disparities, within 
coramunltles and among communities. Kllminatlng or lessening disparities 
emerged as one policy goal In whjch the national government night usefully be 



Involved . 
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According to Lynn Daft» the Car ter 'Administration found that: 

The tteverc economic stagnation and widespread poverty of the 1960s 
Chat vas docuaenCed by the Rural Poverty Commission's report, The 
People Left Behind , had been replaced by a much more robust rural 
economy. Many of those rural areas experiencing population growth 
during the 19708 had also enjoyed a high rate of growth in employment 
and Income. In the midst of this economic growth, however, there 
remained significant pockets of rural poverty. The incidence of 
poverty in rural areas, though declining, remained higher than in 
urban areas. Nearly two-thirds of the rural poor lived in the South 
where over 20 percent of the rural population lived on .Incomes below 
the poverty level in 1973. 

The Reagan Administration's rural development strategy, submitted to the 

Congress ip«-February 1983, found similar conditions: 

Rural Americans have made it clear that, despite the encouraging 
statlstlcSi progress has not visited every rural region and growth 
has generated new problems. Many rural areas continue Co suffer 
poverty, isolation, and decay of facilities. On the average, rural 
America stll.^ I&gs behind urban America in measurable indicators of 
Income, education, and housing conditions, though some argue that 
lov^r costs of living may offset part of the rural di sadavantage • 

Ed Blakely points out that Che movement Cowards an advanced rural society is 

not universal among communities, and that the consequence^,' of such change are 

not necessarily better for those Involved*^ Some examples of the negative 

effects of change or being bypassed by change are: 

Communities Left Behind ; Nearly 500 rural counties generally 
concentrated in the central and southern regions of the nation are not 
benefiting from national economic movements. These poor counties, 
heavily dependent upon low technology agriculture, are Isolated and 
without access to the major resources of the Nation. These 
communities face the prospect of continuing deterioration unless 
specific policy inCervenClons are cargeCed for Chem. 

People Left Behind ; In splCe of new jobs or job oppor Cunltles and 
real ImprovemenCs in che social well being of many rural areas, 
povercy, unemploymenC , and underemployment remain high in most rural 
councles .... These forms of povercy mlghc be described as: 



I- The concinuing poor . This group Includes Che rural 

echnic black, Hlapanic , and NaClve American populaclons 
of Che aid and deep souCh and Texas. Nearly 4IZ of 
nonmeCro black families had Income below Che povercy 
level compared wich JusC 12Z of Che whlces. Further, 
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the loss of (arm land by black farmers in many counties 
reduces the potential of this population to develop a 
reasonable and stable economic base^ Black farms are 
decreasing at a rate 2.5 tlaes as fast as vhlte farms. 
Among Native Americans these figures are even more 
distressing* Even in rural counties with Increased 
employment opportunities minority unemployment rates 
remained high and educational levels low. 

2» The emerging poor . Industrial and/or post industrial 
economic Impacts In rural counties with new 
manufacturing or service sector job.'i has created several 
forms of economic Instability. Agricultural workers 
including farm owners taking jobs In factories to 
support their families find that farm Income and 
sometimes even two wage earners barely keep families 
above the poverty line. As manufacturing Jobs are lost 
In rural areaa due Co the same forces affecting urban 
manufacturing the Impacts are both traumatic and 
dramatic. Rural Job losses In manufacturing are even 
more devastating because many rural coiODunltles are 
dependent on a single Industry or industrial type (e.g., 
textiles) . 

3. The new rural poor . The break-up of families and the 
Increasing numbers of female heads of household In rural 
areas Is creating new poverty conditions. . . . In 
addition to this group a more recent group of 
unemployables Is emerging in rural as well as urban 
America. This group of individuals usually lacks basic 
education and skills and thus finds It difficult to find 
useful work. Heretofore, agricultural, lumbering, and 
low skilled employment absorbed them. Such employment 
Is rapidly being displaced by machinery. . . . Finally, 
there are some voluntary poor in rural America. These 
are Individuals who have decided for a variety of reasons 
that a rural marginal or simple life style Is appealing 
to them. Their contribution or cost to rursl areas is 
not entirely clear. But It is clear from our research 
that current social welfare programs are not appealing 
or useful to any of this new category of poor people. 

In addition to disparities among people and among cooDunlties, there 

are also disparities In the ability of governments (especially local 

governments) to respond to local needs. Norman Reld found that while most 

rural governments have made such progress In Improving their public services, 

there still are some areas whuro. little progress has been made: 
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While a recent study found a significant reduction between 1962 and 
1977 In the number of county areas below a "government services 
poverty line," a significant number of counties remain below minimum 
national standards for per capita local expenditures. Most of these 
counties are nonnetropolltan , relatively poor, predominantly black, 
and concentrated In the South. 

Ken Parrell noted that public policy related to natural resource availability 

and to th€ tradeoffs between environmental quality and the provision of food 

and fiber will impact differently on different communities, creating potential 

disparities: 

- - . the costs of adjustment in future use of natural resources in 
agriculture will not be distributed equally among agricultural 
communities nor among persons in any given community. Some 
agricultural cooBunltias stand to lose froo higher-priced water, for 
example. Some may gain as a result of regional or interregional 
adjustments. It follows that because of uneven distribution of 
resources within communities, the costs (and benefits) of adjustments 
in resource use will differ among Individuals In the community. 
Thus, public policies to assist in equitable adjustments among and 
within comunities must not be overlooked In the design of national 
policies for agriculture and natural resources. 

Various speakers addressed the disparity issue in various contexts during 

the Symposium. Throughout the proceedings, the idea recurred that if there is 

a clear role for the National Government in dealing with agricultural and other 

rural communities and residents, it is to redress the disparities, or at least 

not to make them worse. Dean Jansma recounted the history of distributional 

concerns, including fairness, as an e'lement of public policy: 

Fairness is a second reason given for the development of programs 
which help people in areas with insufficient resources to compete in 
the market place. If resources are immobile, the argument is that 
we need to develop policies to either Increase mobility (normally not 
an alternative held in high esteem by the Congressman whose district 
will experience the exodus) or to bring additional resources to the 
region. The rationale for transferring additional resources to an 
area take almost as many forms as there are policy alternatives. 
Some are simply attempts to assist lagging areas— the programs of the 
Applachian Commission are an example of this approach. Others follow 
the classic "infant Industry" arguments which calls for subsidies. 
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often In the forn of low cost loans or subsidized wages until an 
Industry is well enough established to coiapete on an equal basis. 
A third approach is to increase the flow of knowledge to a region 
to lnc<'ease productivity while a fourth is to enhance the 
distribution of inforaation about a region to insure potential 
•ntreprenuers recognize the opportunities available in the specific 
cotBNimlty • 

Robert Carleson responded to concern about disparity of revenue sources in 

rural conaunitles by asserting that there is a role for the National Governnient 

in facilitating redistribution among the States, to the extent that 

redistribution is needed:* 

1 think there is a proper national or federal role in redistribution 
among the states. I really don't k^lieve that there is a federal 
role in redistribution Ir these kinds of programs among individuals, 
but I*m talking about among the states, and I think at the state 
level there is an even greater responsibility to insure that there 
is a guarantee of the form of redistribution among the counties or 
cities or whatever the Jurisdictions are, although my first choice 
in the way that redistribution takes place would be through certain 
tax sources and other kinds of decisions that are to be made at 
that level. 

Norman Reid responded that:* 

The only point I guess 1*11 make is by turning back tax sources to 

places I'm not sure that you can really solve the problem if there is 
a disparity in terms of fiscal capacity because the places that have 
the greatest need are also places that don't have the ability to 
tax themselves anymore anyway. 1^ you really are, if you*re talking 
about redistribution, I think you're probably talking about external 
aid form some other level of government. 

Ed Blakely offered a proposal for Federal aid intended to improve economic 

opportunity, especially for communities in the smallest and/or poorest rural 

counties, through a Rural Development Consolidated Grant Program. Luther 

Tweeten proposed a Federal wage supplement as a method of providing a socially 

acceptable wage without raising private sector wages above market levels. 
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The Urban/Rural/Na tional Dlleoima 

For the past 25 years, national rural policy has tended to operate almost 
as a subset of urban policy. Rural Uevelopment was encouraged because It would 
bring rural coonunitles and citizens up to urban standards, and rural policy 
was based on the need to stea the flow of population (especially under-trained, 
under-educated minority population) from rural areas to the cities. Thus, the 
Agriculture Act of 1970 states congressional rationale for rural development as 
a necessity for creating a sound balance between rural and urban areas: "The 
Congress considers this balance so essential to the peace, prosperity, and 
welfare of all our citizens that the highest priority must be given to the 
revl tallzatlon and development of rural areas." (Sec. 901(a)) 

Recent Improvements In the quality of services In rural areas, progress 

In overcoming problems of distance through Improved transportation and 

comnunlcatlons systems, and above all the '^population turnaround" which sees 

rural areas growing at a faster rate than urban areas may have undercut this 

rationale for a national rural development policy. Ed Blakely says that: 

Rural policy for most of this century has been a residue of urban or 
other public policies. Even when national attention has focused on 
rural resource Issues such as timber, food, or fiber production It 
has been In the context of urban needs. Similarly, whenever the 
plight of the rural poor, unemployed, or undereducated has been 
considered the policy objective Is Inevitably to Increase parity 
between rural and urban .... 

Rural places have been viewed as underdeveloped or undeveloped, a 
source of shame i embarrassment, and Inequality. This concept of rural 
as somehow lacking In resources, skills, and potential continues to 
plague the policy formulation process. Rural legislators and advocacy 
groups continue to Justify rural needs In terms of bringing rural 
places up to an urban standard, a concept that Is misguided and 
counterproductive. It condemns rural policy design and development 
to only one goal: urbanlsm. The need now Is to fashion policies and 
programs that assist rural areas to define and meet their own goals 
and gain reasonable control over their destiny .... 
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New issues arising from integration of rural areas into an altered 
national socioeconomic structure create new policv needs. Therefore 
rural policy formulation must be designed to alter, intervene in, or 
create structures that will assist rural places to develop more 
diverse, self-sustaining economic and sociopolitical institutions. 
The model for these structural changes should be to create low 
density, livable consnunities that can share resources with similar 
communities, creating a balance between human settlements, industrial 
development, agriculture, and the natural resource base. Such a 
model can be developed and achieved through sensible policy, without 
national plann or imposed regional institutions, 

As the National Research Council panel poip.ts out in their statement on 

diversity, the question of convergence versus divergence in the rural/urban 

relationship is unsettled. They concluded, however, that . . Although it 

cannot be proved, (we believe) that the diversity within rural society today 

exceeds that between rural and urban life." Calvin Reale points out the 

arguments for convergence in his paper: 

-niere was a t ime when it was possible to characterize farm people and 
farm communities in terras of social disadvantage, as compared with 
the urban population. It was an obvious and relevant thing to do. 
There were striking contrasts in electrification, education, quality 
of housing, social security protection, income, transportation, and 
communication. Although there are residual levels of these 
deficiencies today, modernization of rural life has seen major 
convergence between the material living conditions of farmers and 
others .... All classes of agricultural counties have been 
affected by the revival of population growth in rural areas. (Kven 
those that are continuing to lose people are typically having much 
smaller losses than in the oast.) I expect the diffusion of 
nonagricultural economic activity into rural areas to continue. I am 
not suggesting that farm people have or will become indistinguishable 
in values, attitudes, and life situation from everyone else. But, it 
IS hardly more than a truism to say that their economic and social 
setting is increasingly shaped by the complex forces of modern 
society and, indeed, by international trade and political fectors as 
well. The Internal variation araonis farmers may now be greater than 
their collective average difference from nonfarra America. 

Despite these findings with regard to convergence, most speakers who 

touched on the subject reported that there are still certa'n uniquely rural 

characteristics that require special attention. Even so, thev suR^est that 

this special attention need not be limited to a rural fociir, but should be 
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based on a national foundation with some specific rural element. The National 

Research Council panel on statistics, for example, based its recommendations 

on the principle that: 

The United States does not have, and should not attempt to develop, 
a coaprehensi ve 'rural data base* or a 'rural data system* separate 
from the information systems for other sectors of the population. 
The growing interdependence of rural and urban people causes the 
problems of each group to affect the other, and% policies designed 
to meet the needs of either group will affect the other. Rural 
areas do have unique features, however, as well as considerable 
diversity, and there are good reasons to ask whether rural 
residents are served adequately by current data systems and 
institutional arangements. 

The Reagan Administration's rural strategy adopted a similar principle: 

A policy confined to purely 'rural* measures, then, would fail to 
address the true nature of many of rural America's modern needs. 
For that reason not all the initiatives outlined in this strategy 
are focused on rural America exclusively. Many have a wider 
national application and are Intended to benefit urban and rural 
areas alike. Too often in the past, however, the characteristics 
which help define 'rural* America—sparsely and distantly settled 
population centers, small-scale institutions, limited revenue bases, 
and widely dispersed channels of communication — have hampered the 
application of largely urban-oriented national policies in the rural 
setting. 

Several speakers pointed out chat although national policies had 
contributed to the population "turnaround" and to Improvement in rural living 
conditions, many of these policies were not specifically rural in nature. For 
example, Luther Tweeten notes that: "Transfer payments are the largest single 
source of personal Income in totally rural counties. Payments from social 
Sfcurlty, medicare and medicaid are critical to the well-being of rural 
communities and their residents." Tweeten says that agricultural and rural 
conrounltles will be greatly Influenced by national monetary-fiscal policies; 
by export policies; by farm commodity and credit policies; by community 
service, welfare, health, and education policies; and by work force policies. 
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Blakely says that national transfer payments, health programs, anti-poverty 

programs and certain categorical education grants have resulted In a 

safety net for rural areas and that as a result; 

The principal disadvantages associated with rural places have been 
(litigated by a series of national governnent policies and programs^ 
Only a few of these prograjas were specifically targeted for rural 
areas, but their net effect has been to allow people to live In 
rural area.) without sacrificing many of the amenities associated 
with urban regions. These programs have also made rural settings 
more desirable to senior citizens with pensions or Social Security. 

These obscV^a^lons are all based oa national pol^ies prior to the attempts 



to reverse or slow-down the gr ow|J|^^^^p||^ ^ beginning late 
in^he Carter Admlnistj||Lion . FredP^Buttel depicts #-t[|@re soaber scene, based 




on> his view of thgMpiicC^rOf a world-wide "chronic contractionary downswing 

that ci^ita dat«4^^^||j|J|^ 1974." Buttel says that the consequences of 

this global economic Contraction are now being felt by nonmetropolltan and 

agricultural connunltles: 

While the nonmetropolltan segment of the U.S. has been buoyed and 
continues to be stimulated by "turnaround** migration, this turnaround 
has been experienced very unevenly. There have, also been Indications 
that the 1970s trend toward the narrowing of metro/nonmetro 
disparities In Income and service delivery has been reversed. The 
tendency toward exacerbation of metro/nonmetro disparities has been 
due. In part, to the demise of what had become a *rural welfare 
state' based on federal outlays (transfer payments, service and public 
works subsidies, area economic development programs) that have now 
been slashed due to fiscal austerity. Moreover, federal and state 
government fiscal austerity Is being transferred to local governments 
under the guise of the 'new federalism.' 

Herman Reid wrote that; 

Even If the proposals of the Reagan Administration should fall to be 
adopted, observers are agreed that major changes are on the horizon. 
The levels of financial aid to state and local governments peaked In 
1978, two years before the Reagan administration took office, 
demonstrating that the current reductions are part of a long-term 
trend* and not merely the product of a particular political 
philosophy. 
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If urban/rural dlfftrencea (especially dlaparltlas) have been eliminated or 

reduced by national policies not specifically directed at rural areasi and If 

these policies change so that the safety net (whether In the fora of transfer 

payments to Individuals or In the forv of Federal aid to State or local 

governaent) becoaes less secure, It oay be that the gains aade by aany rural 

areas snd cltlsens In recent years vUl be overturned. In any casej it seems 

« 

clear that rural advocates vlll need to monitor these national policies and 
programs as closely as they monitor programs specifically directed to rural 
sress. 

FEDERAL POLICY FOR AGRICULTURAL COMMUNITIES 

The panelists and the participants a(fdre8sed various aspects of the role 
of the Federal Government In dealing with agricultural communities. Three 
basic Issues emerged in the papers snd In the discussion: What should the 
Federal Government do? How should the Federal Government be organized to deal 
with agricultural comnunltles? How can the Impacts of Federal activities 
better be anticipated and evaluated? 

The Federal Role 

There was some dlsagreemnet as to the proper role (If any) of the Federal 
Government In this area. Should the Federal Government try to develop goals 
and a national policy framework for these communities, or should It simply 
respond to locally generated policies and goals, regardless of the collective 
impact of these decisions on the Nation as a whole and on the communities 
themselves? 
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One participant contended that a Federal policv of providina incentives 
and assistance for the development of rural communities would "bimply 
accelerate the destruction of the characteristics that made the rural community 
attractive in the first place.*'* Jack Cornman, former Director of the National 
Rural Center, remarked, "I always get nervous when we sit in Washinj^ton, 
whether the Library of Congress or Congress itself and talk about how we are 
Roing to have to determine the future of these rommunities rather than a 
process of helpmp, them to do that."* 

Ed Blakely, who consistently argued for a strong Federal lead in 

articulating and developing policy for these communities responded to these 

conments as follows:* 

What I fear is that what's happening is the non-thought about this, 
that what is happening is by having— not thinking about rural places 
as being important places fcr policy development we are simply 
extending things like enterprise zones and existing policies and 
procedures to rural areas and not understanding that we have to 
preserve that natural environment, we have to preserve those rural 
institutions, and in the form that the urban intellectual template 
would lead one to believe — to make every place have a shopping 
center and a McDonalds should not be the goal of rural policy 
development. But If wa continue along the line of offering 
enterprise zones and offering what are basically urban programs to 
rural areas, that's what we are going to have.* 

. . . I do believe that a lot of the policy development has come from 
the grass roots level that you are talking about, but we have to 
provide at the national level the resources so that can take place. 
And if we don't provide the resources, if we don't provide the policy 
and direction for that to take place, then we are going to get what 
we deserve ... a silly pattern where many rural communicies which 
once were agricultural all of a sudden go out and attract Ataris and 
all these other things, and build up the community, and I've seen 
this around the country--and attract manufacturing and forget the 
natural resource bise, and then as soon as there is some little wave 
in the economy, they are gone because they are full of branch plants. 
I think we have to help rural places think through more clearly what 
kind of economy they want, and not simply taking branch plants from 
elsewhere. 
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Federal Government Organization 



Several people comme^ted that the Federal Governoent Is not well organlised 

to address and Implement policy relating to agricultural and other rural 

comnunlties. Bruce Hawlcy said that! 

The federal policy making apparatus is largely unsuited to make the 
integrated decisions necessary to guide rural connunity growth in a 
manner that accommodates agriculture. Both the Congressional process 
and the bureaucracy are structured, either by committee or department, 
in a manner that encourages constituencies which must be catered to. 
As the constituency is served, other considerations are largely 
ignored. The 'Clean Water' committees of Congress deal with sewage 
treatment programs in the context of clean water, not the impact of 
an expanded sewage treatment capacity on a rural community's future 
growth. The Small Business Adminiatratlon assists rural small 
business development, without consideration of such development on 
agriculture . 

Catherine Lerza recounted her experience in working with the Family Farm 
Coalition in which she tound that:* 

... the Ways and Means Committee is up there dealing with taxes 
.and the Ag Committee's over here not dealing with taxes and yet the 
two things are critically Important. The Banking Coiimittee deals 
with Farmers* Home housing programs and the Ag Committee deals with 
Farmers' Home every other kind of program, but never the twain shall 
meet, so you arc really walking into that kind of roadblock. 

At present, the Farmers Home Administration (FmHA) in the U.S. Department 

of Agriculture is the Federal agency with the major responsibility for programs 

with a rural orientation, altough many other agencies operate programs with 

a significant impact. Many participants favored retaining this organizational 

structure, because of its experience and its existing network of county 

offices which provides a unique program delivery system. Others suggested 

changes, although the motivation for the changes varied. For example, 

Bruce Hawley sees PmHA's involvement in non-farm rural development as a threat 

to its original mission of providing ^iwsUstance to farmers: 
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The F«r!o«ri Honw Adrainistration ♦ dating back to the mid-thirties, was 
intended to provide a source of credit to assist farmers. For the 
first twenty years of Farmers Home's existence, it dealt almost 
exclusively with the agricultural community. As recently as 1970, 
f«r« credit accounted for close to 70 percent of the Farmers Home 
outlays. Today, Farmers Home Administration provides less than half 
of its available funding to farmers, and even this estimate 
understates the impact of the growth in rural community services on 
the Farmers Home Administration. An agricultural loan requires 
significantly less servicing and is of significantly greater volume 
than are most rural housing or community loans. As such, a 
disproportionate share of the monies and the manpower of the Farmers 
Home Administration has been diverted to nonagr icultural activities. 

Ed Blakely recomnended a change, for a different reason. He argued that It is 

an injustice to rural Americans to make the principal liaison between them and 

the Federal Government the resource-oriented Departments of Agriculture and the 

Interior, In order to place the responsibility closer to a wider set of 

"people-serving resources," he proposed that the human services, housing, and 

similarly urban and community development responsibilities for nonmetropol itan 

places be transferred to the Department of Housing and Urban Development (HUD). 

He acknowledged the strong feelings expressed by many participants that such a 

transfer carries a risk that "rural areas would receive even less attention in 

HUD than in USDA," but contends that "strong Congressional oversight as well as 

specific legislation could lessen this danger." 

As an alternative to a transfer to HUD. Blakely proposed the creation of a 

new Rural and Small City Development Administration as a quasi-independent 

administrative agency within the Department of Agriculture. The new agency 

would take over the Economic Development Administration, Farmers Home 

Administration and other USDA community development programs, and the HUD 

Small Cities Block Grant program. 
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Anticipating and Evaltiating lapacts; Data Weeds 

A recurrent theme of the symposiuB was that the Federal Government 
nttda to ba aore aware of the impacts of its actions i particularly of 
uninttntional or unanticipated priaary or aacondary effects. Glenn Nelaon 
cowented that the developaant of inforaatlon neceasary to do this is a utter 
of efficiencyi but also an aspect of the dispsrities or inequities issue 
suvarlsed above* 

Dean Jansu cited a study that indlcsted that federally subsidized 

Irrigation programs in the West had hsd the unintended secondsry effect of 

displacing one farm worker for every twenty remaining in southern 

agriculture. Jansma recommended that techniques be developed to make it 

possible for policymakers to understand the second and subsequent round effects 

of implementing various policy slternatives , with an emphasis on the "who and 

where" impacta. Thus» prospective progrsms could be evaluated in terms of the 

following questions: 

1* Who are the primary beneficiaries and are the benefits 
concentrated In a specific area or region? 

2. What Is the general level and sectoral distribution (both positive 
ana negative) of the forward and backward linkages aaaociated with 
changea in the primary beneficiaries? 

3« How are the impacts resulting froa this policy distributed among 
various income classes? 

During the general discussion following Ed Blakely's presentation, Jsck 

Cornman observed that at least some of the resurgence ia rural comnunities 

could be attributed to improved transportation and to the telecoomunlcations 

revolution* He pointed out that these communities might be severely effected 

by infrastructure problema such as a disrepair of roada and railroads and by 

the deregulation of airlines, which could make these communities less 
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accessible.* Bl^kely agreed that deregulation, not only of airlines but also 
of telephone service and natural gas could have severe implications for rural 
places. Like Jansiia* Blakely suggested that inpact statements should be 
developed and suggested that responsibility for this should be placed in the 
Office of Hanagement and Budget (for Administration proposals) and the 
Congressional Budget Office (for legislative proposals). 

The findings and recoDunendations of the National Research Council Panel 
on Statistics for Rural nevelopment Policy are set out in the body of this 
document. Glenn Nelson » vho served as a consultant and editor in the 
preparation of the report, noted three basic limitations in the current 
data base:* 

1. We don*t have adequate frequency of datat 

2. Aggregations are a problem— for example, the practice of lumping 
all nonmetropolitan areas Into a "balance-of-state" category. 

3. Concepts are outdated or inappropriate. For example, Nelson 
suggested that unemployment ifigures are not a useful measure for 
rural policy development. 

Nelson pointed out that the Administration's rural strategy included a data 

component and commented that the i^ational Research Council's Panel Report 

provided an existing analytic base on which to build in implementing such a 

recommendation. The Administration recommended that: 

To help insure that iitatistical gaps do not impede rural America's 
access to Federal resources, the U.S. Bureau of the Census, Bureau of 
Labor Statistics, and Bureau of Economic Analysis will Improve the 
quality and specificity of information collected and reported on rural 
housing, health, education, transportation, demographics, physical 
facilities, employment profilers, and other categories. 

Nelson recommended that work on an improved data base should be United to 

certain high priority areaa that affect the distribution of Federal monies and 

the understanding of the quality of rural life. This would be data elements 
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In the following areas: demographics, employment, Income, housing, government 
finance, and health* 

There was some discussion to the effect that data improvement alone would 
not solve the problem. Bob Anderson i of the House Agriculture Coonlttee, said 
that congressional staff do not have time to read statistical reports as they 
are currently presented. Jerry Welcome, also of that staff, said that useful 
information necessary to evaluate the effectiveness of programs or to assist 
In the design of new programs was not available. Ken Parrell remarked that 
what is lacking Is a credible analytic framework to show the value of data and 
a sense of priorities. 

AGRICULTURAL COMMUNITIES 

Diversity was identified above as one of the undisputed characteristics 

of today's rural comsunities. One of the goals of the Symposium was to focus 

on one type of rural community— the agricultural community — and attempt to 

Identify such communities, identify their characteristics, and identify 

policies which affect then. Each of the speakers was asked to focus on this 

type of community, if possible; however. In view ^f time constraints anu lack 

of existing studies, they were directed to focus on rural communities In 

general if they could not readily deal with agricultural communities. This 

turned out to be the case in most Instances, as Fred Hlnes remarked:* 

We have talked about agricultural cooanunities. I don*t know that 
anyone really defined them- Certainly there is a possible typology 
of coranunltles out there. I don't think anyone at these sesaijns 
has even come close to defining what kinds of communities we are 
talking about - 

Vfhile it is true that no definition was developed, some ideas were 
presented and some concepts were raised that might be of use to anyone who is 
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trying to develop a typology of rural communities, with a focus on agricultural 

communities. One complicating factor was pointed out bv Lynn Daft: 

Communities are generally defined in terras of conanon geographic 
boundaries and a common set of social interactions that occur within 
this space. Against this standard, the visual images that come to 
mind when one thinks of agricultural communities are the small towns 
and villages that exist in rural parts of the United States. But 
are these really agricultural communities? 

There are two principal reasons for answering: 'not necessarily.' 
First, in contrast to earlier times, most small towns and communities 
in the IKS. are now primarilv dependent on non-a^r icul t ura I economic 
activities. Though some of this activitv is in support of 
agriculture, directly or indirectly, much of it is not. Thus, for 
many rural economies, agricultural employment and i.icome accounts for 
a relatively modest share of the total. 

A second and related point stems from the dramatic transformation of 
the structure of the agricultural svstem. This has been an 
evolutionary change, occurring over the past several decades. This 
trans format iv>n has now reached the point that, viewed from the 
standpoint of political economy, agricultural communities and 
communities in agricultural areas are now two quite different things. 
The convnunity of interest that we csll agriculture has lost much of 
its geographic dimension, largely because agriculture is no longer 
synonomous with farming. Not only has farming become a smaller and 
smaller share of the overall svstem— whether measured in terras of 
valu<» added or employment--but the growth elements in the system are 
not geographically tied to farmland in the same way they once were. 
Thus, the worker on the John Deere assembly line in Moline or the bulk 
grain handler at thi» Port of New Orleans often has a more direct and 
more vital stake in the economic health of aj^riculture than do raanv 
of the farmers' nearby village neighbors. 

The important point to be made here is not so much that farming has 
become relatively less important (which it has) or that the food and 
agriculture sector has become less important (which it probably has 
not), .but that the scope and configuration of this sector — its 
dimensions as a community of intereRt**have been dramatically altered. 
The political and economic relationships that exist within this 
community have been fundamentally altered by this transformation . . . 
to the point that some would even question whether an aj?ricultural 
community of interest still remains. 

If there is any "agr icul'.ural community of interest," it would most likely 
be found in communities where agriculture is still the major economic force in 
the community. These communities, as several speakers noted, are now a 
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minority not only of all conmunit lea , but also of rural coramunit ies • Calvin 
Beale said that: . . agriculture as a direct or secondary employer is not 
the driving forc« of most of the connunities of America today that are viewed 
as rural or small towns and that constitute the clientele of the Department of 
Agriculture for m^ny Federal programs." Beale points out that there are only 
19 counties in the United States in which half or more of all employed people 
work solely or primarily as farmers or farm laborers, and 271 counties with a 
fourth or more of their employment in farming. Most of these are thinly 
populated Plains counties, containing 8 percent of total U.S. farm population. 
Daryl Hobbs cites a finding that more than 2/3 of the rur&l population lives 
in counties in which less than 10 percent of their labor force is employed in 
agricultural production. In the late 1970s , agriculture accounted for just 
6 percent of rural income, compared with 20 percent from onanufacturinR , 
14 percent from governoient employment, and 11 percent from transfer payments. 

There are still certain areas, however, that are largely dependent on 
agriculture. Tweeten spys that agriculture is the onlv maior economic base 
in much of the Great Plains and western Corn Belt. Other speakers agreed that 
economic diversification (Beale calls it 'Mcagr icultural izat ion") has affected 
the south and west much more than midwest and the northern great plains. In 
totally rural counties, according to Tweeten, each job in agriculture as a farm 
proprietor, hired worker or agricultural services worker directly accounted for 
23 percent of employment; when jobs associated with agriculture were added, 
nearly half the emoloyment in these counties was attributed Co agriculture in 



Several speakers made the point that dependence on agriculture does not 
necessarily correlate with agricultural productivity. Beale says that none of 
the 100 counties most dependent on farming in 1978 was among the 100 top 



1979. 
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counties in net value of agricultural output. There are substantial differences 
between the high dependency and high production counties: population declined 
by 6.92 in che former (largely because of lack of alternatives to farming), 
and grew by 20.4^ in the latter group. Further, according to Beale, high 
dependence on farming corresponds with lower overall levels of education, 
incoae, minority race presence and female labor force participation but higher 
average age and percentage of children living with both parents. 

There are certain differences within che total farm population that might 
have implications for agricultural communities. According to Beale, thei'e 
are major differences in Che exCenc Co which: 

1. Farm families depend on off-farm work, (and thus che exCenC Co 
which their problems can be addressed through farm policy), 

2. They and cheir inCeresCs dominaCe communicies or are merely a 
minoricy social and economic segmenc wichin chem, and 

3. Agrlculcure is pracciced by che modern day version of che yeoman 
farmer with his family labor, compared with che agriculcural 
employer operacing primarily wich hired workers. 

ACRICULTURE AND RURAL COMMUNITIES 

If Che Symposium skirted che Issue of indentifying something called an 
"agricultural connunity," it did grapple with the issue of whether agriculture 
affects communities and if so, how. Much of this discussion dealt with the 
issues of large versus small farms, of the desirability of promoting diversity 
in farm size» of the potential costs and benefits such a policy, and of how 
national pol^.-y related to these questions. 
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Farm Structure Effect on Coanunltlea: Research and Public Policy 

Many of the speakers noted that there is a fairly extensive body of 
literature that attempts to Identify the Interrelationships betveen agricultural 
structure and comaunlty structure and quality of life. Research published over 
the past forty years seems to indicate that there Is a connection betveen farm 
structure and such varlablea as the social class structure of communities, 
community participation, social values and attitudes. Catherine Lerza 
suflBsrlzed the findings: tamlly farm-ba^ed connunltles have better snclal 
services, community life and small business sectors; communities surrounded by 
larger, non-family "Industrial'* farms are marked by higher levels of poverty 
and economic Inequity, fever businesses and services, poor housing and 
community services, and a larger population of unmarried males and transients 
and the businesses that cater to them. 

Fred Buttel also cited this literature » noting that there exists a 
''relatively convincing** body of research Indicating substantial 
interrelationships betveen agricultural structure and community structure and 
quality of llfet larger-than-family farms tend to be associated vlth adverse 
social and economic conditions in agricultural communities. Buttel Identifies 
the follovlng causal links betveen large-scale agriculture and adverse 
cofluunlty conditions; 

1. A high degree of mechanization and absentee ownership; 

2. Size of the farm population; 

3* Prevalence of agricultural vage labor; and 
4. Patterns of Input purchasing. 

Buttel goes on, hotrever , to question the utility of this research as a 
basis for public policy, contending that the social science coonunlty would 
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find It problematic to specify concretely the gAlna In the quality of life 
of agricultural coBBunltles that would result froo restraining or reversing 
the growth of larger-than-faally farms/ He attributes this weakness to the 
fact th«t past research has adequately Identified the direction of this 
statistical sssoclstlon, but not the strength o f snd the processes that 
underlie the relationship* Furthermore, neither the costs nor the benefits 
thet would be accomplished by reduction of the role of larger-than-famliy 
farslng have been quantified* 

Buttel Identifies what he considers to be the major theoretical and 
methodological limitations In existing resesrch. His recommendations for a 
more useful resesrch base for public policy Include plsclng contemporary data 
In historlcsl context, developing a typology of agricultural comnunlties, 
supplementing Indtcstors of centrsl tendency In farm structure with Indicators 
of dispersion » the use of quasi -ethnographic community study techniques, and 
the pursuit of comperstlve multlstste research on a regional or Interregional 
project baals through the Cooperative State Research Service » with the 
Economic Research Service of USDA taking the lead in providing funds for 
coaparatlve work In selected regions or states. 

Ken Parrell notes similar weaknesses In the research that might be helptul 
In resolving necessary policy tradeoffs between the current '*hlgh-tech'* 
agricultural system and high-quality environments for agricultural communities. 
Parrell says that there are three major problems that complicate resolution 
of these Issues: 

1. Scientific evidence Is lacking In some respects on basic 
relationships Involved In the controversy, e.£., the fate of 
pesticides after they leave the farmer's field. 

2. The difficulty In valuation of the social costs of the 
environmental externalities — soil erosion, sedimentation, 
salinity, etc. — deriving from agricultural production. 
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3. Institutional mechanisms are not adequately developed to 

internalize to agriculture the social costs of environmental 
degradation even if they could be accurately valuated. 

The Disappearing Middle 

The speakers at the Symposium were asked to try to identify current trends 
in agriculture that might have significant (if not necessarily quantifiable) 
impacts on the coimunities. Daryl Hobbs identified three trends of particular 



1. Cooreercial agriculture has become more geographically 
concentrated — not all rural areas of the country contii.jute 
equally to the nation's agricultural output. Calvin Beale 
pointed out in his paper that agricultural dependency and 
agricultural productivity have each become concentrated and that 
the areas dominate by one type or the other show strikingly 
different cotmaunity characteristics. 

2. Larger » more capital intensive farms have become more specialized 
in production. In an era of general farms, there was a tendency 
for agricultural communities to be more similar to one another 
than now» when they tend to take on characteristics of the 
dominant type of production that surrounds them. 

3. Farms have become increasingly stratified into a relatively small 
number of large volume commercial farms that produce a majority 
of the nation's output, and another category of saali farms that 
includes a majority of the nation's farms but only a small portion 
of the output. These small and large farms tend to be located in 
different regions and have a different relationship with adjacent 
cormnunit ies . 

This latter trend, referred to as "dualism" or "the disappearing middle" 
was identified by & number of speakers as a hallmark of modern agriculture. If 
the U.S. is undergoing a transformation of agriculture, which will result in 
a dual system consisting of very large farms and small farms with part-time 
operators, what are some of the consequences? 
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Luther Ttweten gave the follovlng reasons for the decline of mediuai size 
farms: 

If Cash-flov problems associated vlth the inflation cycle; 

2« Increasing risk in the face of lese sophisticated risk nanagereent 
opportunities than on large farms; 

3« Less risk-reducing off-farm income than on small farme; and 

4« High asset requirements for an economic unit. 

The potential implications of this new composition of farms vere summarir.ed by 

Or. Tveeten in a statement quoted by Catherine Lersai 

Numerous studies of farm-community interactions reveal that moderate 
slse farms are aost closely consistent vith the well*being of rural 
comaunities. Middle-class families support churches, schools » clubs, 
and commercial businesses. Although the optimal size of a farm, if 
there is one, varies widely and no one size fits all conditions, the 
size of farm consistent with increased well-being of society as best 
measured vith our crude tools is neither a small nor a very large 
farm but rather is a moderate-size family^.operatlorij . ^ 

Tveeten presented data that indicate that economic activity in rural 

communities would 4ecliM to abo'ut^ff^ percent of 1981 levels with only large 

farms and would be S percent above -1981 leveis with only small farms. A system 

of small farms with one family per farm would support nearly seven tines as 
many farm fafflllles and social activity that depends on farm population than 
would a system of large farms. According to Tweeten , however, these gains to 
rural communities would be offset by lUgher food costs for the consumer and 
loss of competitive price advantage in export markets. 

Hobbs reports that areaa doolnated by small farms iiave generally 
experienced the greatest amount of expansion and diversification of their 
economic base and have been recipients of much of th'i recent rural population 
turnaround. Conversely, States and regions dominated by larger commei'clal 
farms have generally either lost population or have experienced a slow rate 
of growth. Hobbs Illustrates this relatlonBhlp by comparing rural Missouri 
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counr.ie, charactiTized by Ur^er commercial farms and an equal number of 
counties dorainated by small farms, 

Hobbs aUo notes that the traditional view of the relationship between 
agriculture and the co.imunities that it surrounds stressed mutual dependence, 
with agriculture supplying the economic base and the community supplying 
services in support of agriculture. New conditions have changed that 
relationship, but in different, ways for small and large farm regions. 

Smaller farms tend to be more dependent on a healthy diversified community 
economy that can provide supplementary farm family income; that is, the 
community provides the economic basP that allows the small farm to exist. 
Decline in off-farm income could lead to a decline in small farms. 

In larger-farm areas, however, thP smaller communities are a more 
dependent on agriculture, in part because there has been less economic 
diyersification. Further consolidation, which decreases the number of farms, 
would produce additional economic pressure on these communities, in addition, 
thf-sp larger farms may rf»quire support services that exceed the caoacity of 
adi-icent small tnwns. Tims these cnmmunities may suffer the double jeopardy 
of fpwi^r farms and diminished farm t^conomic transactions from the temaining 
larger farms. Luther Tweeten cites a ntudy nf the estimated impact of the 
payments-in-kind (PEK) program on two Oklahoma communities, one with a 
population of ^0,000 and a large service ar^a and the other with a population 
of 1.500 and a <,m.ill service ;irPa. In the larger community, a one dollar PIK 
payment wnuld pen.rate $1.51 throu^hnut the economy; in the smaller cnmmunity. 
^ total -^f SI. 05 would be «en.>rat.'d. This may reflect the movement of 
agricult«jral tr.infiactions to the larger communities. 
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Competition for Reaources 



Th« issue of potential competition for resources between agricultural 
coasunities and the agricultural sector was addressed by several speakers* 
Attention was given to both the quantity and the quality of resources- 

Bruce Hawley asserted that rural cowunity growth is competitive and will 
diminish local agriculture. This premise is based on his assumption that 
growing rural agricultural conaunities and a viable agriculture both require 
land I water, short- and long-term investment capital, and labor. Hawley 
concluded that change in the atructure of agriculture and of rural comnunities 
could be accoBBodated as long as the changes take place on a gradual basis, and 
as long as rural communities themselves (rather than the Federal Government) 
control the rate of change and address the associated problems* 

Ken Farrell stressed natural resources. He considered the demand for 
natural resources in both agricultural and nonagricultural uses, the supply 
of those resources, and the technology likely to be available to complement or 
substitute for natural resources. He also reviewed the relationship of 
agriculture to quality of natural environment, especially the role of the 
current "high-tech" agricultural system. Parrel! concludes that public policy 
in these areas will need to address the development of institutions to encourage 
■ore efficient use and socially desirable allocation of water; institutions to 
guide rational, more orderly, and farsighted use of laml; targeting more 
closely agricultural production adjustment and natural resource protection and 
conservation policies and programs to environmentally vulnerable areas; the 
direction of public and private research so as to maintain or broaden options 
in the use and conservation of natural resources and the environment; and the 
need to assist in equitable adjustments among and within communities as 
adjustments in use of natural resources are made. ^ . 
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Ed Blak«ly also addressed the threat to the scenic beauty and natural 

surroundings of rural communities, and proposes the following as at least a 

partial solution: 

Bach stats should be provided with new federal Incentive planning 
grants slullar to the old "701" planning grants prograa designed to 
develop coaprehensi ve rural land use plans that recognize the 
dsaand for alternative settleaent patterns. These plans would 
encourage the better use of existing saall town urbanized areas, yet 
provide for Increased population in low density settlement. In 
addition, such planning could incorporate new planning, zoning and 
mixed use formulas that assist in preserving farm land and natural 
habitat. 

Policies for Agricultural Communities 

Federal policies thst affect the relationship between agriculture and 
agricultural communities are not limited to farm programs. Agriculture today 
is influenced as much by policies that affect exports as it is by commodity 
programs. In recognition of this, the speakers and participants at the 
symposium identified a wide variety of Issues and policy areas that relate to 
agriculture and have an Impact on the coamunltles surrounded by agriculture* 

General Econofldc Policies 

Luther Tweeten commented that the '^Imnediate overarching requirement for 
economic health of farming, rural communities and the economy at large Is sound 
monetary-fiscal policy." He observed that the inflation cycle that has 
resulted from erratic monetary and fiscal policies especially disadvantages 
full-time farmers and shifts the composition of agriculture away from medium- 
size farms. 

The importance of the export market to the health of agricultural 
communities has been noted by a number of observers. The Regan Administration's 
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rural development strategy observes that "Increased employment in rural America 
is directly related to trade expansion and reform." Tweeten remarked that "The 
economic vitality of agriculture and Its contribution to rural communities 
rests firmly on export markets." 

The administration's reconnended program is to: 

Encourage the formation of export trading companies to increase the 
export of agricultural and other rural products, and 

More systematically disseminate Government-sponsored market research 
and other trade assistance to public and private rural trade 
interests. 

Tweeten suggests that in the interests of trade stability embargoes might be 
reserved for national emergencies only. In addition, he reconnends a Federal 
policy of multinational reduction in trade barriers and the encouragement of 
trade in general. 

Catherine Lerza disagreed with the thrust of these export policy 
recoanendations, arguing that the export market alone cannot eliminate the 
sectoral instability generated by the cost-prize squeeze * Further, Lerza 
argues that given the current structure of agriculture it is unlikely that 
expanding exports would benefit small producers or small businesses. 

Farm Programs 

The Congress will write a major farm bill to authorize commodity programs 
in 1985. With that in mind, a number of proposals were offered to influence 
farm structure by revising major farm programs. The revisions would be aimed 
at buttressing the "disappearing middle" segment of farms by targeting Federal 
supports or payments to these farms. 
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Tweeten's proposals were aimed at maintaining an much free-market 
orientation as possible. While he sees medium size farms as needing income 
support, he would free large farm? Co compnte in the world market and seek 
their maximum efficiency scale. 

Income support for medium size farms would be achieved by retaining 
the current target price mechanism with target prices set to cover non-land 
costs of production. The deficiency pavment would be the difference between 
the target prit'f and the market price and would be computed on three-quarters 
of each farms production base (normal yield times base acreage). Tweeten would 
freeze individual farm program yields and base acreages so as to remove any 
program incentives for farm enlargement. He also proposes a limit of $25,000 
per operator for deficiency payments. The farmer held grain reserve would be 
continued in order to promote economic stability in the farm sector. 

Ler2a*8 and ButtePs proposals were oriented toward maintaining a 
diversified farm Ktructure by assuring successful entry for new farmers and 
maintaining land owni^rship in the hands of farm operators. In addition Lerza's 
objectives included sound managnmonC of natural resources and encouragement of 
innovative farming techniques. Lerza emphasized that stabilization of farm 
commodity prices and combating povertv in the farm sector are problems which 
cannot be addressed with the same programs. She also discounted the role of 
expanded export markets in solving these problems. 

l.erza specifically proposed supply controls with price support levels set 
at the cost of production. Limits would be set on the amount of production 
eligible for supports or payments made to any one producer. These limits would 
be set to reflect the scale of production necessary to reach reasonable 
economies of size. 
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Butttl'f coModlty prograa proposals were slBllar to Urza'a in that he 
would ust a sliding scale provision to phase out prograa benefits to operators 
of larger than faaily sise faras. In addition ButteX suggested that in the 
longer run Governaent intervention in or regulation of faraland aarkets aight 
b€ required if excessive concentration or f ragaentation of ownership is to be 
avoided. 

Several people coonented that even the farmers who night expect to gain 
froa a revised policy might not necessarily support it. This bears out 
Jansaa's point that the impact of past decisions auat be incorporated into 
current policy discussions. He points out» as an exaaple» the fact that 
cjaaodicy payments for selected agricultural programs have been capitalized 
into land prices and suspension of these programs would now result in major 
losses to present land owners. 

Tweeten suggested* however, that a coaaodity prograa of the 1983 cost 
($20 billion) and acreage aagnitude seeas unsustainable, and that new 
directions will need to be considered after stocks are brought down to 
reasonable levels. Buttel perceives the current policy milieu as being 
comparable to that associated with the Great Depression in terms of potential 
for change I 

. . . periods of econoaic crisis may create unanticipated openings for 
policy reforas. Where the Great Depression witnessed the establishment 
of farm coaaodity prograas that have survived essentially intact up to 
the present, federal fiscal austerity has led to a situation which at 
this writing promises to result in an unprecedented diminution of the 
federal role in supporting farm product prices. Organized interests 
in agriculture may have little leverage in averting this policy shift. 
Other major policy changes may follow if the economic downswing 



continues. 
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Tax Policies 

Several apeakers suggested that tax policy is a major, if inaavertent 

influence in farm structure. Buttel recortanends invoking major alterations 

in the tax system so as to "curb drastically the prevailing tax subsidies to 

capital intensity (i.e., curbing accelerated depreciation allowances and 

investment tax credits, and significantly raising capital gains taxation on 

farm real estate)/' Tweeten said that: 

Federal tax policves need not favor but sometimes have favored 
corporations over sole proprietor business organizations, large farms 
over medium and small size farms and capital over labor. Accelerated 
depreciation allowances and investment tax credits encourage 
substitution of capital for labor in production processes, thereby 
increasing farm sire and decreasing farm numbers. A more resource- 
neutral tax policy could promote earnings and employment on farms, 
in rural communities and in urban communities. 

Land Ownership Patterns 

The issue of land ownership was raised at the Symposium as a factor in 
maintaining diversity in farm siase. Catherine Lerza reported that only about 
50 percent of the farmland in the United States is farmed by the person who 
owns it. Farm tenancy is increasingly common, and farmers frequently own only 
part of the land that they farm, renting the rest. 

Lerra said that historically Americans have equated broadbaaed ownership 
of land with political stability and economic health, and this is a factor in 
the generally favorable image of the "family farm." She would support policies 
that would encourage broadbased ownership of farmland by farm operators. 

Ruth Kobell, of the National Farmers' tlnion, raised the issue of the 
difficulties faced by beginning farmers as they try to gain access to land, 
either family land or that on other family's farms.* She noted that in the past 




ERIC 



38 



there have been national land policies to encourage settlement and development 
of land, citing as examples land grants and the Homestead Act. 

Fred Butte I responded that the assumption that a be^^inning farmer must 
enter as an owner may no longer be tenable.* He noted that high levels of 
Indebtedness are an element in the recession-related ''shakeout" of certain 
farmers, so that making credit available to beginning farmers for land purchase, 
as some participants advocated, could be undesirable. Buttel suggested that 
the concept of tenancy might be rethought and re-evaluated in terms of todav's 
conditions, rather than in terms of historic experience. He cited a Forbes 
magazine article that called for a partial nationalization of agricultural 
land, using the public funds that would othewise be allocated to massive 
commodity program payments to purchase the land. One function of the Federal 
farmland reserve, Buttel suggested, might be to provide rental land for 
whatever social and economic purposes were thought to be important. 

The Role of Alternative, Specialty Farming 

The discussion that followed the presentation of the papers at the 

agriculture panel focused to a great extent on the desirability and feasibility 

of developing alternatives to the production of basic commodities such as 

grain, soybeans, and cotton. Darvl Hobbs noted elsewhere that one trend with 

significant meaning for agricultural communities is that; 

Larger, more capital intensive farms hav« become more specialized in 
production. In an era of Reneral farms, there was a tendency for 
agricultural communities to be more similar to one another than now, 
when they tend to take on characteristics of the dominant type of 
production that surrounds them. 

Whether this spec ial i7.at ion is a good or bad influence on agricultural 

communities wart not discussed, except that it seemn clear that the communities 
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alght face the same vulnerabilities than any one-Industry con»&unlty would faice. 

There was sone feeling, however, that specialization, especially In the basic 

comfflodltiesi contributes to the forces pushing for larger farms; as we have 

noted elsewhere, larger farms may have an undesirable effect on the communities 

that they surround. 

There was some concern that farmers had become overly dependent on the 

basic grains, and that Federal farm policy encourages this dependence. One 

participant described th* role of Government programs in encouraging the 

production of wheat in North Carolina:* 

. . . wheat itself is not profitable In North Carolina, but wheat and 
soybeans is, and the farmers, if they go with the federal program for 
wheat, they can harvest the wheat, get the loan break, sell off the 
straw in that area — straw is worth some money— use that loan break 
noney then to finance the soybeans, and that gives them the cash flow 
and it is cheaper than going to the bank. And so we kind of in that 
local area — it may be an abnormality, but we kind of exacerbate the 
problem, all of a sudden we've got more wheat and we don't need more 
wheat. And so one solution could be in that local area: What else 
could these farmers do to generate cash flow Instead of get locked 
into the cycle of staying In on this government program and thinking 
that's all they can do. 

Rd Schaffer, of the Genercl Accounting Office, commtjnted that:* 

. . . when we focus In on commodities, there are a lot of places 
where only basic grains can be grown. But when you get in closer to 
urban areas, the farmer does, under these market conditions where the 
price is going to drop down to cover his costs, if he is going to be 
growing basic grains, he is almost going to have to get larger .... 
And in a lot of cases where we have been commodity specific up on 
Congress and (in] the USDA we have lost the potential of saying that 
not everybody can get into this [specialty ciops), but there are a 
lot of farms [that couldj . 

Bud Kerr, Coordinator of Small Farms Resuarch at the BelLsviUe Agricultural 

Research Center, spoke to this point from his professional perspective, and 

from the perspective of his experience as a practicing small farmer:* 

I think it's time we realized that it's not all economics of scale 
as being talked about large acale agriculture. I^r>se agriculture 
certainly has been a way of life, and 1 think ac times we're just 
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Spelling the wrong word. It's bin — the cotton bin, the grain bin, 
the corn bin. We need big agriculture, but we al»o very surely need 
small scale agriculture and if the person is working full time off 
the farm and has to operate on s systen of time efficiencies of his 
operation, and he has to have technology to do that, we need that. 
As taxpayers, we need to give him that opportunity* 

Luther Tweeten cautioned against placing too much faith in specialty 
crops or specialty enterprises as an overall panacea, though they may be a 
useful option for some. He* cited a survey of AOO East Central Oklahoma farmers 
In which not one respondent chose specialty crops as a possible source of 
expanded income. He also cited an article by an advocate of specialty crops, 
Booker T* Watley, which enuoerated a number of specific requirements for being 
successful at specialty crops. Dr. Tweeten considered that this list of 
requirements, which included a paved road, a location within AO miles of a 
metropolitan area, full time operation, year-round crops, and a pick-your-own 
system, could be fulfilled by very few people. 

The reluctance of the farmers in the survey to turn to specialty crops was 

echoed by one of the participants, who remarked that farmers who stuck to the 

basic grain crops were simply sticking with tradition: "... they've grown 

up on this system and they have always raised corn, wheat, soybeans, and 

everything else there, and they say well, you can't grow vegetables out here. 

This is wheat country." Ward Sinclair, agriculture reporter for the Washington 

Post, reported a similar attitude in a recent article; V 

A vlstor [in Mississippi] suggested alternative crops to get the cash- 
flow going. Asparagus o. some other specialty crop seemed a natural. 
Big markets in Memphis and Jackson lay only several hours away. There 
was no shortage of farm labor or good growing weather. Why bring 
asparagus from California? But the farmers' reaction was instant. 
AspiAragus was laughed out of the room. **I Just couldn't do it," said 
one of them. "Those old beans are In uy blood." 



3/ Sinclair, Ward. Farmers Are Getting Soft. Washington Post, 
July To. 1983: Bl. 
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Although no one nude the point, « reading of the transcript of the Symposium 
digcusiion of this issue shows that the anecdotal material related by various 
participants indicates that the people who are involved in soecialty crops are 
generally younger, new to the area, and part-time operators with an off-farm 
income. 

Access to technology seemed to be a key factor in makinj? a successful 
transition to specialty crops, and there were Indications that this support 
often was not comin;^ from the extension agent or the land grant college, but 
from private sources. Bruce Hawley observed that such farms in the 
Northeast:* 

. . . virtually all came into being without benefit of anything out of 
our beneficent federal government. They are a new kind of agriculture. 
They got there probably without federal funding because there wasn*t 
a federal program to assist their entry, and I guess the point that I 
would try to make is that the evolutionary changes necessary for 
agriculture to accomodate its environment — and the environment in 
the Northeast has gone through a dramatic change in the past forty 
years—the evolutionary ability of agriculture to accomodate those 
things will happen best without government assistance, that in 
virtually every sector of agriculture in the country, in the ma.^or 
Midwest production areas, the Extension Service is unable to keep up 
with agr icul ture'a needs for the technology to implement no-till 
agriculture. Assoc isr i.ons have been formed, funded by farmers, to 
provide the expertise to help amke that transition. The integrated 
pest management concept which the government talks about a great deal 
is being implemented by private consultants that are helping farmers 
develop and implement this technology. If we want a viable 
agriculture, we keep the government out of it and let it be viable. 



CREDIT 



Credit has been one of the major subjects of interest to those who are 
interested in how rural economic activities are financed. As James Mikesell 
pointed out, this is appropriate since credit is likely the major financing 
source in total jind the method of financing most influenced by public policy 
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actions. Dennis Dlcksteln noted that Federal credit now accounts for almost 
three-fourths of all agricultural and rural development credit. 

Credit Gap 

James Mlkesell observed that there are two basic views of credit 

availability and the operation of financial markets In rural areas. The "-^redlt 

gap" view Is chat while U.S. financial markets are generally efficient, there 

Is a shortage of credit In aany rural areas. This view was expressed, for 

example, In the Reagan Administration's strategy for rural development; 

In rural areas, financial Inscltiitlons are significantly smaller in 
terms of asset size. Consequently, the range of financial and 
financially-related services Is not as broad In rural areas for 
meeting community development needs as in large metropolitan areas 
(e.g., correspondent services may not be available). 

The opposing view, according to Mikesell, is that private financial markets 

work properly; If rural areas receive fewer loans relative to the level of 

economic activity, this reflects the shortage of credit-worthy ventures rather 

than a weakness In the system, 

Mikesell concludes that it is not possible to settle this question, in 
part because the general use of aggregate statist Icf., which show a highly 
Integrated national credit market, may hide problems w*ilch apply to a subset 
of communities. Emanuel Hellchar, of the Federal Reserve System, concluded 
that at least one source of credit, agricultural banks, "... now have the 
capital, liquidity, and access to funds that will enable them to respond 
vigorously to Increased loan demands from farmers and other rural enterprises." 

Ed Blakely suggested that the real credit gap is a venture credit gap, 
and recommended that: 
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. . . states develop new financin^? capacity for rural areas by 
issuing rural development revenue bonds. Bond proceeds would* bp 
used to establish a venture capital fund. This fund would be used 
as a resource in attracting job-creating people and industries to 
rural areas and in stimulating existing rural business or 
entrepreneurs to develop new products or service. 

The details of auch an effort require considerable thought and 
planning, but its basic strategy would be little different than 
current SBA and FmHA loans. One difference that is envisioned is 
that state or local governments would acquire equity participation 
in such ventures in order to stabilize its income and to enter into 
a longer term relationship, 



Competition for Credit 

While the credit gap issue was the subject of some discussion at the 

Symposium, more attention was given to the question of whether agricultural 

credit needs and non-farm credit needs compete to the detriment of one sector 

or the other. Bruce Hawley argued that such competion does exist, and that, 

for example, a disproportionate share of th« Farmers Home Administration loan 

programs have been diverted to nonagr iciiltural activities: 

The Farmers Home Administration, dating back to the mid-thirties 
was intended r.o privide a source of credit to assist farmers. For 
the first twenty years of Farmers Home's existence, it dealt almost 
exclusively with the agricultural community. As recently as 1970, 
farm credit accounted for close to 70 percent of the Farmers Home* 
outlays. Today, Farmers Home Administration provides less than 
half of its available funding to farmers, and even this estimate 
understates the impact of the growth in rural community service on 
the Farmers home Administration. An agricultural loan requires 
significantly less servicing and is of significantly greater volume 
than are most rural housing or coimnunity loans. As such, a 
disportionate share of the monies and the manpower of the Farmers 
Home Administration has been diverted to nonagr icu Itura 1 activities. 

Rmanuel Melichar reported* that the evidence from the Federal Reserve 

System's quarterly survt-v of business and farm loans indicates that the size 

and number of both business and farm loans have increased, but that business 

loans are increasing faster. The sixty highly agricultural banks in the 
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•urvty aadt $192 alUlon worth o£ business loins and $298 million worth of farm 
loans m the first quarter of 1977. In the first quarter of 1983 » the banks 
reported $419 million in transactions in both the business and farm loan 
categories. In the same six-ytsr period, the average size of a farm loan 
increased from $10,800 to $18,600; business loan size grew from $12,700 to 
$29,000. 

the discussion identified a number of factors that bear on the issue of 
farm and non-farm access to credit: access to deposits, competing demands for 
fimdsi lender's expertise, correspondent relationships, snd the finsncial 
condition of banks. Bill Blvens comntnted* that a rural bank's portfolio may 
not contain many non-farm business loans for a variety of reasons: the 
potential borrower may perceive that such a loan would be turned down and go 
elsewhere in the first plsce > or the bank may not have the expertise to 
appraise the risk of such a loan. Both James Mlkesell snd Emanuel Melichar 
pointed out that since agriciilture and aj^rlculturally connected businesses 
are the primary business In agricultural conauni ties , most business loans 
would naturally go to these sectors, and would be viewed as "business" loans, 
not '^agricultural'* loans. 

The Federal Role 

The Federal Government affects credit In agricultural communities In a 

variety of ways. James Swlderskl , of Rural Ventures, Incorporated, identified 

the following four major activities as being particularly significant:* 

1. fiscal snd Monetary Policy . Swlderskl argued that when the 
economy is in an upswing and credit is made more available at 
a lower cost, it has beneficial effects on all-size communities 
and on both non-farm and farm Jobs. To the extent that there is 
any single thing that the Federal Government can do to affect 
the economic health of rural comaimltles and farms, It Is to 
Bake credit generally more available at a lower cost. 
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2. Deregulation of Private Banking . Svd-derskl cited the Increased 
coapetltlon allowed by deregulation, which favored money markets 
over saall town banks and led to a decline In the capital 
available for farmers In general, as an example of the possible 
effects. Rationing of credit was made on the basis of which 
farms had the best Individual financial picture; this tends to 
be more favorable to larger farms rather then smaller farms 
becausa of other atructural issues In agriculture. 

3. Farm Credit Adalnlatratlon . The Farm Credit Administration was 
the subject of considerable discussion , In large part because of 
recent administration proposals to change the status of the 
agency. Swlderskl suggested that withdrawing agency status may 
have greater Impact on medium-sized farms. He concluded that 
withdrawal would lead to Increased Interest charges, and the 
subsequent rationing of credit would favor large-size farms* 

4. Direct and Guarantaed Loan Programs . Swlderskl identified five 
programs that he considers to be of particular significance for 
agricultural communitits: Small Buslnaas Administration loans, 

although they tend to favor larger farms; Economic Development 
Administration loans to the non-farm sector, which provide 
alternatives for cotamunltles to diversify the economic base; 
FmHA Business and Industry loans, which would have beneficial 
effects on all-sized farms; FmHA Emergency loans, now available 
without regard to size of farm or income needs, might be more 
beneficial to coanunitles, Swlderskl sugg^ted , if restrictions 
were pltce on the size of eligible farms, or if a cap were placed 
on the size of loans; and FmHA Ownership and Operating Limited 
Resource Loans , which have a fairJy good impact on the structure 
of agriculture and on the economic base of rural communities, 
according to Swlderskl, although he believes that graduated 
repayment schedules and a lower interest rate would make them 
more effective for low-lnconc borrowers. 

Dennis Dlcksteln, of the Office of Management and Budget, said that 
Federal credit programs have substantial effects on the Federal budget and 
the national economy: they change the allocation of resourcee and the 
distribution of income; they represent a subsidy; and they increase the 
Federal det'lclt and the national debt. 

The future of Federal credit activities wlU depend, to some extent, 
on attempts to achieve greater control over the Federal budget. Dlcksteln 
observed that: 
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Federal agricultural policy, guided in large part by Federal credit 
programsi would be shaped by decisions and changes In overall credit 
policy. Conversely, the Federal credit budget, about one-third of 
which is agricultural credit would be significantly affected by 
decisions and changes in agricultural policy. 

LOCAL GOVERNANCE 

Local governments are a key factor In the development or maintenance of 
stable agricult-ural cjommunities. In recent years, these governments have been 
faced with the need to adapt to economic, fiscal, intergovernmental, and 
demographic changes* The capacity of local governments to adapt to these 
changes, and the appropriate role of the Federal Government in helping then to 
adapt, were discussed during the Symposium. 

Interdependence 

Change was a recurring theme of the discussion on local governments in 
rural areas. The list of change agents that have affected these governments 
included the population turn-around, civil rights legislation. Baker vs. Carr , 
tax policy, the Vietnam War, the Great Society, environmental law, inflation, 
and fluctuation In energy prices. None of these agents are particularly rural 
or agricultural in nature, but their effects have been felt by the most remote 
agricultural communities. 

Increased interdependence has made these communittes more vulnerable to 
change than they were in the past. One element of interdependence la that 
rural governments have become integrated into the intergovernmental system, 
in large part as a result of the increases in intergovernmental aid described 
by Norman Reld and Robert Paclocco in their papers. Reid identified the 
following consequences of this change: 
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1. Increased funding has helped rural governments meet their service 
needs and has produced so«e dramatic Improvements in their 
performance . 

2. Rural governments are more vulnerable to fluctuations in the 
Federal budget process. 

3. The aid has been accompanied by increasing complexity, as rural 
governments have become subject to new regulations, standards, 
and increased paperwork. 

A. Rural governments have had to gain expertise In management 
techniques necessary for full participation in the 
intergovernmental aid system. 

5. More coomunication between local governments and other 
institutions, public and private, has been required. 

Paclocco reported that reductions in Intergovernmental aid would create strains 
for local governing bodies who might be: 

* • ' ^° change their general operating procedures. This means 

we will have to learn to adapt, to decrease, and even to eliminate 
some of our programs, capital improvements and general governmental 
functions. Surely the raising of taxes is not the only solution! 
No doubt ve can learn to Innovate; or find new sources of funding; or 
learn better ways to do the same things we have been doing. It will 
force us to determine what our priorities really are; who gets wtiat ; 
who gets cut back; who gets cut off? 

Change in the Intergovernmental sector has led to Increased 
interdependency for local governments; Ed Blakely pointed out that private 
sector changes have had a similar effect: 

As rural Communities diversify their economic base they also Increase 
their vulnerability to external economic control. The increases In 
rural jobs have come largely through branch plant development or the 
establishment of firms serving metropolitan industries. Finance 
Institutions remain concentrated in metropolitan centers, and 
accordingly, decisions that affect rural areas are made far away from 
rural communities, ... as rural areas are Integrated into the 
national system they become vulnerable and typically have less control 
over their destiny. Thus rural/nonmetropoUtan areas cannot measure 
all changes as progress . The fund.^raental forces shaping rural area*, 
have changed dramatically. By recognizing this shift new policies 
can be fashioned to assist rural coramiinlties and small towns to play 
a productive role in the national economy while s Imultvineously 
retaining rightful control over their heritage and destiny. 
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Local Covgrnaent Pgrforaancg 

The speakers And partlclpanCs at the Symposium reported varying 

perceptions of the capability of local governments to deal vlth changing 

circumstances. Both the Carter and Che Reagan Administrations placed great 

faith In the Increased capacity of rural local governments, and fashioned 

national rural development policies chat envisioned a National Government 

responding CO locally arciculaccd policies and goals. Lynn Dafc referred Co 

this elemenc of the environnenC In which Che Carter policy was formulaced: 

In earlier Cimes, Che near CoCal absence of governmencal capaclcy 
aC this level had often been used as justif icacion for federal 
Involvement. While Chls case could sclll be made for many rural 
areas, ic could noC be made uniformly. Both state and local 
governmencs had taken sceps Coward building Chelr capaclcy Co govern 
more efflclencly and more effecclvely. This was augmenCed by che 
escabllshment of conaunlcy baned organlzaclons in many rural areas. 

Roberc Carleson remarked thac che Reagan AdminisCraClon philosophy of 

federalism did noC represenC a Curnlng back Co Che past.* Rache.: , he said, 

Improvements In Che capaclcy of ScaCe and local officials made iC possible 

CO move forward Co a new federal syscem characcerlzed by problem-solving at 

the Scace and local— noc Che NaClonal-- levels . Alchough Carleson viewed 

Che growCh In Federal programs during che 19&0s and 19708 as a negaclve 

experience, he commenced chat Che one positive Impacc was ChaC ic forced 

SCaCe and local governmenCs Co become more sophlsclcaced and Co be eCaifed by 

a more professional cadre of people. 

Norman Reld noCed a variety of ways In which local governance has become 

more capable. 

Rural leaders— more prone Co be parc-llme, clclzen officials — have 
made use of che greacer number of Cralnlng oppor Cunlcles available 
Chrough Che CooperaClve Extension Service, sCaCe communlcy affairs 
agencies, associations of govermsenCs, community colleges, and che 
like. These have led Co general Improvements In che capaclcy of 



o 



5.9 



49 



rural governaents to anticipate, Influence, and direct change In 
coflBunltlea through Bore effective ^llcy development and program 
adalnlstratlon • Federal funds have provided Incentives to hire 
professional managers, and many communities have done so, sometimes 
on a shared basis trlth other connunltles* 

On the other hand, aany participants maintained that even though there 

had been improvements, rural local governments still are not uniformly capable. 

Paid, professional managers are still uncommon and many local rural governing 

bodies have no staff at aU^ Robert Paclocco commented that: 

This situation places even more responsibility on the elected 
official vtio must then do his own inforaation gathering and report 
pr<tparation before he can study the issues, and who must personally 
oversee the work of the conaunity. We know of a county of about 
8,000 with a three-aeaber board of supervisors. In this county 
the board members meet at the courthouse dally to conduct county 
business noraally done by an administrator. 

Bob Carleson responded that even in cases %^ere there is no professional staff, 

local authority Is still to be preferred to Federal programs and authority:* 

. . . the county you are Calking of. aay be poorly run .... 
Whether they do It well or whether they don't do It well, the fact 
that they are elected and re-elected means that on the whole they 
aust be doing it well as far as the people in that county are 
concerned. . . . Isn't It better that they are the ones who are 
making those decisions than having somebody at the state level or 
worse yet at the federal level making those dec ^lons or doing that 
work? 

BUI Blvena pointed out that rural areas may be short changed even wfri^n 
they are able to obtain professional help.* Host professionals are "urban- 
oriented," and career ladders lead away from rural governments. Urban 
orientation was seen as a handicap for dealing with rtiral problems, on the 
grounds that the solutions should not be the same, given the different needs 
associated with different population densities. 

A number of recoBaendatlons for Improving local government capabilities 
were offered. The Reagan Administration's rural development strategy called 
for rural regulatory relief, the creation of State-level Technical Rural 
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Assistance Information Networks i the publication of a Rural Resources Guide , 
and Improved rural data collection. £d Blakely recommended that local and 
State governments expand e::perlments with circuit rider programSi possibly 
through expansion ot existing regional agencies, use of Cooperative 
Extension I or a consortium of State and other colleges. 

Rural local governments are faced with pressures on their financial 
capacity as well as their political and administrative capacities. To a certain 
extent) this results from limits on their ability to tap local resources. 
Norman Reid observed that: "local governments — especially the smaller ones 
that predominate in rural areas — continue to labor under restrictive, state- 
imposed tax and debt limits that inhibit many creative local responses to these 
financial pressures." 

Some participants suggested that the best way to resolve this problem 

was to have the states or the Federal Government assume responsibility for 

financing functions such as health and welfare. Robert Carleson disagreed with 

this position, commenting that:* 

If we start making decisions as to wtio should do what because of w)io 
Is going to pay for it, I think that's the worst thing we can do. 
If the State government takes over functions as a means of fiscal 
relief to local governments or to rural areas, that's a very poor 
way to make a decision on who should handle functions. ... if 
there is a fiscal problem, then the State government should give up 
some revenue sources to the local governments that they may not have. 
Maybe they shouldn't have to rely on the property tax. Just because 
that was the historical thing doesn't mean they should have to. But 
t would rather see them give up a tax base and tax sources rather 
than take over a function in the name o^ fiscal relief because with 
taking over the function in the name of fiscal relief you have raken 
over the complete control of the function. 
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Innovatlona in Service Delivery 



Innovative methods of service delivery were seen as the most feasible 
way for local governments to oeet the challenges brought about by reduced 
Intergovernmental aid. revenue constraints , population growth and its 
accompanying service demands, and the need to replace aging physical plants or 
build new ones. It was suggested that the Federal Government could play a 
rol* in encouraging Innovation by collecting and sharing local government 
experiences . 

Many of the suggestions for innovation involved cooperative efforts among 
local governments or between the public and private sectors. Paciocco 
identified resistance to such cooperative efforts as one of the Internal 
threats to the capacity to govern; 

h«rrlLT ^tk"'" 8°^""^"8 ladies to first admit there are 

barr era. Then an honest effort must be made to remove the barriers 

t^L^L^'i"' 'i?"^! « cooperative approach 

manrve^ture"" accomplished, the door Sill be ope! for 

Jh/;?^^ f*"! '° '"''e Pla". we must be acutely aware of 

the fiercely Independent nature of rural citizens In general wh?ch 
usually causes them to be so«ewt,at suspicious of federal and state 
programs, and even a bit unsure of neighboring governing bodies 

I^^rj rn'" "T','° that'someonf y*to ' urP 

some of he authority of the locals. If this Is the case, officials 

rnlhelr'o'CS^ulcrs!'""* '"'^"'^ °' '^^^ ""^-^ '<'^°'«' 

Potential service delivery Innovations, many of which already have been 
tried at the local level, include volunteerism, cooperative ventures, 
contracting for service delivery from private firms or other loci 
Jurisdictions, and consolidation of local jurlsticllons. Opinion with res- i 
to consolidation varied widely. Some argued that it Is the only logical 
method of eliminating expensive duplication of services and easing the tax 
burden on l„c.,l c.t !...„.,. oth.rs oontendH that cnn.sol Nat ion i, not 
^co.pt.-,blH to ™o,t .ui,..M,.s-"p.opl.. „„nt thoH. «ov..rnn,..nt.s th..rr"*-and 
that ,n those .rens were consolidation tnken nlace-e..., education- 

the results l.ave not been entirflv sa t is fa • t orv . 
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RURAL AMERICA: A NEW PUBLIC POLICY FRONTIER 



Edward J. Blake ly 
Ted K. Bradihaw 



THE N£W aURAL FRONTIER 

The aasslve changes occurring In rural America are well documented, Yet 
despite the Increase in information available on rural and small CQwn 
population growth, increasing and improved rural employment opportunities » and 
new probXem« facing small city and rural county government, little new public 
policy has emerged to ease rural America's transition There are several 
reasons for this. First, the changes affecting rural America are difficult to 
disassociate from the changes occurring in the larger socioeconomic structure 
of the nation. Consequently, rural and metropolitan policy distinctions are 
blurred, making it increasingly difficult to fashion uniquely "rural" policy. 
Second, the direction rural policy could, or should, take is difficult to 
discern from the available evidence. The changes In rural America are so 
complex and contradictory that no single policy or even group of policy 
options seem to contain the requisite ingredients to dea] intelligently with 
rural needs. Finally, because the nation's attention is focused on the Issues 
of a slowing aggregate economy, national deficits, declining productivity, and 
diminished support at the state and local levels, the Intellectual, physical, 
fiscal, dnd administrative resources required at the national, state, or local 
level to laeet rural challenges are not available now and are not likely to be 
available in the foreseeable future. 
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Th« need for new national rural policy has b««n recognized for nearly a 
decade. congrea, responded in 1980 with the Rural Development Policy Act. 
Ihe carter administration in 1979 and the Reagan ad.ini.tration. with "Better 
country" (1983) atte-pted to fulfill this «ndate. In spite of genuine 
efforts CO Met the challenge, both adaini.trations have fallen far short of 
the expectations of Congrea, and the needs of rural co««initiee. 

^.y^erences, Uive_r8i^, ajid Dev_eJopment 

During Che past several years, the Rural Develop>ent Policy Project ,t 
U.C. Berkeley twa been engaged m extensive research designed to provide a 
better understanding of the forces at work in rural areas and to suggest new 
policy tools and instruaenta which aight inform or shape public policy. These 
research efforts led us to detailed studies of local cowuaities and the 
migration patterns effecting cheai (Sradshaw and Blakely. 1981). In addition, 
in our book. RurjLl_Cojij^lej. ^ Advanced Indu.tn.l .n.i.^^ examined 
•tate-level pattern, of rural change in California in order to explain the 
effect, of national economic change and state policy on rural development 
(drad.naw and Blakely, 1979), Most recently our state-wide case studies and 
examinations of national rural policy are presented in New Challeng e, for 
Kural economic Development (Blakely, Bradshaw. Shapira. and Leigh-Pre.ton. 
1983;. 

This work has given us an appreciation of the tremendous difference, 
a-ons rural place, and the diversity of the policy requirements and basic 
tools necessary to nsure that rural development benefits rural people ,„d 
places. This paper summarises and syntheaiaes our recent research, coabining 
witn it related data to provide guidance to policymakers developing policy for 
a new rural America, l^/ 

1/ We detlne rural as those conmunltles, areas towns, and simU rin»o fr,^ 
erly (or currently) e.oaomlcally bas.d in natural l^source e«rict[oi or IgrT 
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New Porce8_Shap lnK Rural Aaerlca 

Any policy Intended to benefit rural America must proceed from a basic 
understanding of the forces at work In the nation and hov they affect rural 
areas, besides the uniquely rural deprivation of rural resource industries, 
the conditions of rural poverty have their roots in the urban Industrial 
transfomatlon (Presidents National Advisory Commission on Rural Poverty, 
li^67}, as well as In the large-scale national forces which Influence rural 
areas today. Unfor tundtely , rural conditions are often considered a residue 
of urban forces rather than as the unique result of forces at vork In a low 
density geopolitical area, requiring unique policy. 

Rural Abierlca today Is not a residual or minor participant In the 
socioeconomic forces shaping the nation, but a full partner In the evolution 
toward an advanced industrial society. For the first time slwce the westward 
expansion of the United States, rural areas are an integral part of the U.S. 
society and economy. While rural values, culture, and economy do not in 
tneusttlves estaDlish an environment conducive to advanced industrialism, the 
contributions of rural areas are by no meam small or insignificant. 

fhe emergence of an advanced or "post" industrial society is 

characterized as one in which service sector industries Increase, goods 

production declines, and knowledge-intensive production and information 

management replace labor-intensive processes- In addition, the rural advanced 

industrial society incorporates opportunities for diverse lifestyles, 

prutesiilonal government, bureaucratic organizations, and improved 

communication (bell, 1973; firadahaw and Blakely, 1981; Hage, 1979; Warner, 

1974;. rhis general pattern is increaaingly manifest in American institutions 

culture lying outside the commute range of major cities with a population 
under 2!>,UUU. 
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of ail types and rural area, are" contributing significantly to this 
d.velop,ent. Kural areas and s.all towns are. in fact, becoming a new 
advanced rural society. . society with uniqo* economic, political, cultural, 
•nd huwn ,.tti.«.nt patt.rns. The components of this advanced rural society 



are: 



1. Uo«»unltles re8lructure_d around _a 8hJ.ft fro. natural-resource base 
economies jtojuinan-r_ e8ource ba sed economies; 

2. Ijjgro^^d sociopolitical infrastructure ,nd a__natipji4l _ j^ocU. _,a^ 
net that extends^ *l«uaH^ll area s of the coun try: 

3. Uonc«nJ;lt^^al ity_of life and lifestyle in poli c y formulation, and 

4. PopuUtJon and_ li;du_strlal 8ettle,jnJ__patternj__. altered 
technoloaical I mprovements in communications and transportation . 

i-h.se four factors have not influenced every rural community to the same 
Uegr«« or in the same way. While some rural places are changing almost 
entirely «,cause of residents' concern with lifestyle and quality of life, 
others are changing because of new technologies and Industrial restructuring. 
E^ch of these factors is a component of the changing national economy to which 
some rural areas contribute, others, like central cities, are victim, of a 
process presents them with new problems and reinforces old ones. 

Natural to Human Resource Base 

Rural areas are now clearly part of the advanced, or post-Industrial, 
economy ot the nation (Blakely, Bradshaw. Shaptra. and Lelgh-Pr.s ton, 1983). 
Rural can no longer be equated only with natural resources or agriculture, 
■l-he transformation of rural employment from agriculture to new industries and 
services m all r.glon« „f the country has been astounding. Mechanl^ed and 
sclent It ic a«rlcuUur« has for m,-.ny years displaced labor, and agricultural 
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production has soared. The big shttt tn nonmetro employment has been to 
servlc«5a U«e Kl^jury I) and to a lesser extent to manufacturing. Service 
employment, now over bU percent of the rural employment base, is clearly the 
luadin)^ «mployaeat sector in rural as well as urban locations. Since I960 
manufacturing has grown in rural areas while declining in urban, although both 
have declined In recent years. 

More sl^nlt'lcantly , rural areas are changing from places where low-skill, 
dying itulustrles locate to areas where new growth Industries are locating. 
Many of tne new rural jobs are in the leading high-technology industries. 
Miller (1^80), for example, has shown that the most rapidly growing sectors of 
tne nonifltttro manufacturing economy between 1969 and 1975 were instruments and 
jjrlnt Ing/publUiUnii (see Table I). The greatest declines in the rural economy 
were in traditional rural industries: lumber, primary metals, petroleum 
refining, and Leather products. 

In addition, marked improvement in quality of jobs occurred in rural 
areas over tne last decades. By 1977, for the first time in history, white 
collar employees outnumberud blue collar In rural areas. The most rapid 
increase In rural areas has been In professional occupations (see Figure 2). 
I'nese cnanges Dptn in the types of manufacturing firms and in occupation 
pattern counter some of the "production cycle" arguments portraying rural 
areas as merely the recipients of declining urban industries. The production 
cycle arguaent suggests that new technologies are Invented in urban areas and 
tnen move to rural places when the technology becomes standardized and mass 
produced. The low skill, lower wage rural worker is desired for these 
"mature" Industries (Thompson, 1975. Hansen, 1973). While this thesis may 
have beeo true In the past and continues to be the pattern in some industries, 
rural areas are now receiving a large share of new advanced technology 
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Figure 1 

Percentage of Total Employmont by Industrial Sector; 
Metro and Nonmetro, 1940-1980 
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Table !• Nonmetropolinan Employment Change by Industry, I969-I973 



Employment Change 
1969 1969-75 
(Thousands ) ( Percent ) 



Instruments 


46 


19.6 


Printing and publishing 


131 


19.0 


Rubber and plastic products 


123 


16.2 


Fabricated metals 


225 


8.0 


Transportation equipment 


197 


4.6 


Stone, clay, and glass 


194 


3.2 


Nonelectrical machinery 


377 


2.4 


Miscellaneous 


84 


2.4 


Paper 


175 


1.2 


Electrical machinery 


313 


0.5 


Tobacco products 


6 


0.0 


Apparel 


440 


-1.2 


Textiles 


470 


-1.9 


Food 


376 


-2.7 


Furniture 


165 


•-3.0 


Chemical products 


209 


-3.9 


Lumber 


345 


-6.9 


Primary metals 


218 


-7.4 


Petroleum refining 


32 


-12.5 


Leather products 


123 


-17.9 



t>our.:e: James P. Miller^ "Nonmetro Job Growth and Locational 
Change ia Manufacturing Klrms," data from Dun and Bradstreet. 
iybO. Table 10, LI. 
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Industries. 

fue new aigraats to rural areas have contributed greatly to the skill 
base of rural araas. Data from several studies of recent migrants to rural 
areas demonstrate that new migrants have higher education and occupational 
skills tnan average rural residents. The migrant into rural areas is older 
and brings substantial Intellectual and fiscal capital to small towns or rural 
areas. as a result employers now locate in rural places for the labor force, 
and not tne physical resources or markets (Bradshaw and Blakely, 1981; Voss 
and Fugultti 1979; Uaberkow and Urson, 1962). 

Educational achievement among long-time rural residents Is also rising, 
ine availability of community colleges, training programs, and good high 
schools has contributed to this. While lagging slightly behind urban 
caucational efforts, rural educational programs have significantly upgraded 
schools, colleges, and human resource development programs at every level. In 
197 7 only 38.3 percent of rural residents were high school graduates, compared 
to bd.l percent in metropolitan areas. From 1970 to 1977, however, rural 
areas were rapidly closing tne educational gap, with higher growth rates among 
virtually all levels from high school graduate and above (see Table 2). For 
example, high school graduates In nonmetro areas increased 47 percent while 
hlgn scnool graduates in metro areas increased only 34 percent during that 
period. Holders of advanced degrees (S or aore years of college) increased 64 
percent from I97u to 1977 in nonmetro areas, while increasing only 50 percent 
in oetru areas (U.S bureau of Census, 1978). 

rue hunan resources available now in rural are.is mean that rural places 
compete with urban areas for industrial location. Rural work values and 
nahits, small community amenities, and general lifestyle make rural areas 
ideal sUgh toe cpsearch-oriented as well as and production facilities. Local 
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TABLE 2, Years of School Completed, Metro and Nonmetro, 1970-7/ 



Change 



Years of School Completed 


1977 




1970 




1970 


- 1977 


Metro 


Nonmetro 


Metro 


Nonmetro 


Metro 


Nonmetro 


Total, 25 vears old and 


81,655 


39,215 


74,105 


33,580 


7,550 


5,635 


over 


(thousands) 














Percent 




100.0 


100,0 


100.0 


100. 0 


10.2 


16.8 


Elementary: 


0 to A years 




4.9% 


4.7:^ 




(-25.6);: 


(-15.2)% 




5 to 7 years 


6.0 


8.8 


9.0 


11.9 


(-27.5) 


(-13.5^ 




8 years 


8. 1 


11.9 


U.l 


15.8 


(-20.1) 


(-12.5) 


High Schot5l: 


1 to "} years 


14.7 


16.1 


19.5 


19.0 


(-If). 8) 


( -1.4) 




4 years 


36. 1 


36.1 


32.0 


29.5 


24.0 


42.^) 


College: 


1 to 3 years 


14.7 


10.9 


11.5 


9.1 


40.1 


39.9 




4 years 


10.1 


6.8 


6.8 


4.6 


65.2 


71.7 




5 or more years 


7.3 


4.4 


5.3 


3.1 


50.1 


63.9 


Percent High 


School Graduates 


68. 1 


58.3 


?5.6 


46.3 


34.8 


4h.7 



Source: Social and Economic i haracterlstlcs of the Metropolitan and Nonmctropolltan Population 1977 
and^lQTO, Current Population Reports, Report P-23» No. 75, U.S. Bureau of the Census, 1978. 
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entr«pr,neun.„ip also contributes to rural economic development, with rural 
areas outpacing urban places in the number and type of small business starts, 
in sum. as Ha«e (1979:98) notes, rural areas have entered into a post- 
industrial state "so qualitatively different that one aust look for quite 
Ulffer«at causal laws or hypotheses." 

Clearly, the marked alteration and Increased diversity of rural economies 
is d Dlesslns. on the other hand, the rural employment growth Is 
S.ographlcally. racially, and sexually uneven. There remain some 255 
non»«tropolltan counties with perslst.^atly high concentrations of low-income 
Olacks In the central Atlantic and southern states (Davis. 1979), i„ 
audition, low wage Industries and agriculture are located In these counties. 

finally, female labor force participation has Increased 25,1 percent from 
IWO to 198U (compared to a 1 . 8 percent Increase for men) . These female 
workers are often In low-wage Industries, even In growth counties, and account 
tor improvements In overall family Incomes, thus lowering the total numbers of 
people m poverty. However, female wage ratas in non^etropolitan areas have 
dropped tr<M .d.:. percent of male wages to 47.5 percent between 1969 and 1976 
(Blatcely, Sradshaw, Shaplra. and Lelgh-Preston. 1983. pp. 45. 55). 

'iyA€ju.inf''A''.tr ucture and Social Safety Net 

A substantial portion of recent rural growth can be attributed to the 
overall Improveuient In and the expansion of sociopolitical Institutions. For 
tno past three decades federal government policy has had a profound Impact, 
altering trie quality and availability of governmental services to all parts of 
the nation. Kural areas have benefitted from these Improvements. Virtually 
no area ut ihe country Is Isolated from modern government systems providing 
olean water, noustng. fUe protection, schools, and police services, m 




««ur« £ed.r.l grant, and aid have provided the funds to develop or expand 
tne,. services, although Important differentials in federal per capita 
•Pending still exist between «etro and nonaetro areas. Of the $629.5 billion 
in federal outlay. an<. loan guarantee, .ade in fi.c.l 1980. ..tropolltan area, 
received S2,52i< per capita, while nonaetropolitan areas received $2,139 per 
capita, or about 16 percent less (see Table 3). Federal expenditure, on 
agricuUurai and resource programs, business assistance, community facilities, 
veterans' nouslng. and native A«erican. favored non.etro areas. Spending on 
defense, space, transportation, non-v.teran.- housing, health and social 
services. e.ploy«nt and training, and higher education favored „etro areas. 
Per capita federal .pending on Incore security programs .„d elementary and 
secondary education was broadly equal in merro and nonmetro areas. The gap 
uetween «,tro and nonmetro areas In overall per capita federal spending 
widened between FV 1978 and KY 1980. Due to the expansion of defense programs 
in the current administration and reductions In community and human resource 
programs, this gap »ay have further widened In recent years (Reld and 

Nevertheless, social security. Medicaid, and public ' hou.lng subsidies 
nave formed a new social safety net for rural places. Transfer payment 
program, including state and federal welfare programs have made the difference 
between rural and urban less dramatic. As Table 3 indicates, rural areas 
outpaced metropolitan areas In disability, retirement, and survivor benefits, 
rnese transfer payments not only provide retirees wi^h comfortable livings In 
rural areas, but they also provide new Jobs and stabilise many rural 
co««unlties' economies. Hlrschl and Summers (1982) have shown that Old Age 
and Survivor. Insurance (UASl) Is an efficient generator of service or non- 
ba«lc em,loym«nt In local economies. In their research they found that It 
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TABLE 3. 



Per Caplca Pcderal Funds In Metropolitan and Nonnetropollcaii 
Counties. Fiscal 1980 



Function 



Metro 



Nonreetro 



Nonnetro as a Proportion 



(Dollars per Capita) 


of Metro 


52 


235 


4.1 


2 1 


173 


8.2 


12 


g 


0.7 


9 




2.5 


14 


31 


2.2 


452 


440 


0.9 


23 


40 


1.7 




126 


3.8 


54 


35 


0.6 


7 


\ 


0.1 


136 


102 


0.8 


83 


35 


2.4 


3 


16 


5.3 


21 


20 


0.9 


90 


65 


0.7 


725 


287 


0.4 






0.1 


415 




0.3 


6 JO 


1 70 


0.7 


Sb 


51 


0.6 


20 


23 


1. 1 


I 


1 


l.O 


14 


7 


0.5 


4 


2 


0.5 


47 


18 


0.^ 


940 


978 


1.0 


247 


241 


1.0 


Kf) 


89 


1.0 


ft07 


fi48 


l.l 


26S 


148 


0.6 


4 


l 


0.5 


36 


39 


I.I 


65 


33 


0.5 


164 


74 


0.5 


2529 


2139 


0.8 



Agricu l ture and Natural Resources 
Agricultural Assistance 
Agricultural Ras«arch and Servlc&s 
Forsst and Land Management 
Water and Recraatlonal Resources 

C r» nau n 1 1 y Re sou r c c 9 
Business AK&istan< c 
Comraunlty FaciUtlQS 
CoEsnrunlty Re^lnn.il Dp vc lopr.cn t 
Knvlronrental Protection 
Housing (non-Veterans') 
Housing (Veterans*) 
Native Americans! 
Revenue Sharing 
Transportat ion 

Pcfenge and Space 

Aeronautics and Space 
DefenKC Contracts 

Defense Payrolls and Administration 

Hiip ^n Re sour f e s 

Elecaentary and Secondary F.ducation 
Food and Nutrition 
Health Services 
Social Services 
Training and Kmployncnt 

"MvdTc'.-il ';»ul Hosp Lla 1 Bent^f Its 
Public Asalntdnce .ind L'tiemp Uiyneni 
Ret lrft3ent» Dls.ibllJty. and Snrvlvitrs 

Sat lona 1 Fnnc t *ons 

Crl.-Blnil JusTice and Law Enforcement 
Ener>»y 

Higher Kducatlon and Rciiearch 
All OthorH 

ALL FUKCTIOSS 



Sour«o: J, Sorn.ui Re Id and KUvituir Uhitehead, Federal Funds In 1930; Geographic DlBtri- 
butlnu .iml Recutit Trends, KRS Staff Report So. A(JK.SH20927, U.S.D.A.. WauhinRton. O.C. 1082. 
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takes about $3,6UU to develop one nOn-baslc Job from transfer payment'., and 
aouut ;?ab,!)UO per Job from manufacturing. While these data are not 
cunciuaive, they do demonstrate that Jobs may well be generated from numerous 
rttftourcev Including the government support structure. 

In addition, the national safety net strengthened rural aedlcal care. 
Uovernaent health care programs such as the Hill Burton Act added nev 
hospitals to many rural areas and substantially altered the pattern of 
hospital-physician distribution. The Hill Burton Act provided 60.2 percent of 
ail hospital projects in communities under 25,000 and 51 percent of the funds 
(Lave h L.ave, 1974). Government policies encouraging the establishment of 
hospitals and clinics in rural areas have, according to several studies, 
increased and improved rural health services (Nuckton and Kushman, 1976). In 
audition, the rapid expansion of Blue Cross and other f ee-f or-service programs 
provide Increases In the number and quality of nonmetro physicians (Evashwick, 

iy;o). 

fhe anti-poverty programs and rapid expansion of general aid programs for 
special populations such as the elderly or handicapped further reduced the 
burden associated with rural living. Finally, rural education has benefited 
frott a number of specific federal grant In aid programs designed to Improve 
rural school systems, vocational schools, and two year community or technical 
colleges* 

Kurdl people's expectations of local government have Increased as a 
result ot Improved rural conditions. The concentration on rural-urban parity 
In social services and government service has masked the fact that Innovations 
In the design and Implementation o£ rural programs benefited the nation, not 
just rural reijlons. tit' forts In rural community development first developed 
tnruUiih the Land Grant College System which formed one base for the ant I- 
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povrty prosraa. of the l(*60s (Chrlatenson and Robinson, 198O, p. 171). Rural 
nealth programs «a.phaslzinK faully care and prevention have been adopted a. 
part o£ tn. national h««Uh delivery system (Kasarda. forthco.lng, p. 6). 
Fl«u.Uy. rural co«.unlty experl«,nts In -uUlJurlsdlctlon.l Joint powers 
aKr,««nts to deliver a variety of services ranging fro. „ter and solid waste 
to transportation are important new development, for all municipal areas in 
tne nation. 

i'he principal disadvantages associated with rural places have been 
miti^atea £,y a series of national government policies and programs, Only a 
few of these programs w«r. specifically targeted for rural areas.' but their 
net uffect has been to allow people to live in rural areas without sacrificing 
^any of tnu amenities associated with urban regions. These programs have also 
made rural settings „or« desirable to sunior citizens with pensions or Social 
Security. 

hK'-yJS-J.^^ and t^udltty uf Lite Uiaens tons 

Ulestyl« and ,aaUty of life are elusive, but important perceptual 
concepts ut u.e advanced industrial society. Lifestyle is how one spends 
tl,»e. wltn wno,n. and how dally routines are organized, including dress, public 
Denavlor. and roles. Quality of life Includes such things as the place of 
residence, the typ. of work, the general ambiance of the environment, and the 
lUe. 

Kurdl ,,Ucos utten oUor physlcnl and social environments compatible with 
tnu .,uaUty at life and lifestyle desired by many. Virtually all surveys 
indicate tnat rurul places ar. pr.ferrwd to urban (Zuiches. 1980; DiUman and 
ircabUy, I,//,. ,,ost people wishing to r^lse families, retire, drop out of 
.urnorue lt,«. or ,arucl„ate l„ a nuww.ve 01 ■'bHck to the land" groups 
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consider rural places or saall towns more to thetr satisfaction than urban 
places, ro mauy new migrants, saall towns, even those far froa. major cltl«. 
ofter opportunities for for pursuing Individual ways of life not possible in 
urban ..ttings. our research Indicates that the nuijority of people moving to 
rural places do so for these reasons without the prospect of immediate 
employucnt ^Braaahdw and Blakuly, 1981). 

HartlcuUr rural communities cater to particular lifestyle choices and 
attract newcomers with sl.llar Interests. For instance. «ny small towns are 
principally or entirely oriented to retirees, various religious groups, 
tourists, or professional artists. Many small communities have attempted to 
accent and thus, reify the lifestyle attractive features. Dean HacCannell 
captures some of the dimensions of this In his book .The^ Wist (1976) vhi.ch 
portrays how communities create tourist sites. These sites in some manner 
illustrate the community's sociopolitical structure. In short, small towns 
are now cnlc. and being pressed to accommodate the needs of new populations. 

lecnnulu ^y and^Comsuji ic_a c l^ 

fh« greatest limitation rural places consistently faced in the agri- 
industrial era was physical distance. The advanced industrial society removes 
or reduces tnls barrier, creating access to all parts of the country at low 
cost and making organized social systems Independent of distance (Vinlng, 
li'S^;. Advanced technologies. particularly telecommunications , have 
transformed u.e settlement from a densely settled urban core to a new 
multinucleated dispersed development pattern (Webber. 1968). This new urban 
torm is creating In rural areas and small towns the civic model of the future, 
oriented toward decentralized environments, as Kasarda (forthcoming) suggests, 
consisting "ot tuncllonaUy integrated systems of nodes and networks and 
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social and economic exchanges sustained via advanced technologies on a time 



Further, the development of 43,000 miles of Interstate highway has made 
Boat rural pUctf easily accessible. Initially the interstate provided better 
truck and bus linka between urban areas and extended t}ie distances city 
woricers were willing to commute from rural coranunities adjacent to 
metropolitan areas. But the Interstate system has also given rural 
coQBunities easy access to urban areas, granting them an unanticipated self- 
sufficiency. The addition of regional airports to rural communities made many 
rural areas not only more accessible, but desirable locations (La Poite, 
1974;. Consequently, rural residents are, with few exceptions, only a short 
drive and one extra plane trip further away than an urban resident from 
anywhere else in the world. 

Ketirees and tourists were the first to take advantage of these improved 
cojsmunicaticn and transportation systems. Second home construction and 
ii&proved pnysical and social Infrastructures associated with tourists and 
retirees have made possible full year residential development in many places. 
Tne communities most likely to benefit from these improvements are those with 
physical amenities appealing to specific life styles. As a result, there has 
been a differential pattern of development among rural communities. While 
soiM places remain principally tourist and retirement coraaunitles , others have 
become prutesslonal/t rade centers. 

In sum, our contention is that rural communlLies are becoming an integral 
part of tne transition to an advanced industrial society. In this transition 
rural as well as urban coamunitles are at the leading edge of the 
transtormation. Some rural communities and small towns, in fact, offer a 
quality of life, social Institutions, and Industrial developments that 



cost rather tnan spatial cost bases.'' 
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contrloute to advanced industrial evolution. On the other hand) where there 
16 a Uading ed^y tnere in also a "trailing tidga*" Some rural areas ar« 
trailing, tnuy navu not been, and may never be, part of the new socioeconomic 
cransltlon. 

Clearly most pollcymdkers and scholars are pleased with the rural 
population turnaround, Che diversification of rural economic structures, and 
Improved living conditions. Yet these changes do not come without risk, 
pitfalls, and proDlcms. Advanced industrial society, rural or urban. Is not 
neuebisarliy better tor those involved. Many people are displaced and 
disoriented, victims rather than beneficiaries of these changes. Further, the 
movemitnL towards an advanced rural society is not universal among rural 
communities. Some rural areas remain deeply embedded in their agriculture* or 
resource-based economies j others continue social and political traditions of 
previous eras, and some are so isolated that they lack both fundamental 
resources as well as access to the national socioeconomic system. For 
example, current unemployment in rural areas Is the result of declines In 
uanufacturing employment and technological innovation displacing the workforce 
In mining, lumber, and agriculture. While new sectors are emerging, the human 
conne^iMiiices of this transition are borne by current rural and urban 
residents. As Figure 3 indicates, rural areas continue to have high rates of 
unemployment parallel to the urban pattern. 

borae rural areas are being integrated in the national economy, and even 
playing an active role in the national picture, but Che consequences for the 
communities and tiieir residents are mixed. This situation is illustrated by 
sucti examples as: 
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Figure 3 

Adjusted Unemployment Rate 
in Metro and Nonmetro Areas 
1980-1982" 
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Source: Rural America , March-April 1983, 
p. 5. 
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• rj!e_C<^.u,.ltU« . ^^^^^^^^^ 

concentrated In t..e «„traX ,nd southern region, of the n.tlon. ar, not 
»r«rln« ^tion-1 population growth (Buale. 1981). Th«e are largely poor 
couaties. heavily dependent upon low-technology agriculture, are l.olated. 
a... are wUhout accede to the «jor reaource, of the nation. Thesi 
co,au.nltles face the prospect of continuing deterioration unless specific 
policies intervene on their behalf. 

.The^lSo^leLm behind- in ^ or Job opportunltle. and 

.ubatautlal i-prove-ents 1„ the social well-being of ^ny rural areas, 
poverty, unemployment, and undere-ployaent remain high in „o.t rural 
counaes. The types of manufacturing Jobs available to rural people even in 
fading industries tend to be those that pay low wages and employ high 
proportions of fe.alea. Xl,ua in rural counties with resource, a. well a. 
those With more diverse economic structures, the effect. of these 
improvements are not as «reat as anticipated, and profound patterns of old 
and new torms of rural poverty persist. They are; 

l^S^contimiint^ - This group includes the rural ethnic black, 
aiapanic. ana Native American populations of the mid- and deep south 
and Texas. Nearly 41 percent of non.etro black families had Income 
below cne poverty level compared with Just 12 percent of the whites 
Oloppe. I9«u;. Kurthor. the loss of farm land by black farmers in many 
counties .educes th. potential of this population to develop a 
reasonable and stable economic base. Black farms are decreasing at a 
rate z., times as fast as white farms (U.S. Civil Rights Commission. 
i'i>i-i). A«on, .Native Americans ,hese figures are even more distressing. 
Kven in rural counties wir.h increased employment opportunities minority 
uae«,aoyme,u rac«s reoalned high and educational levels low. 
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ftut e megitint; pgor - Industrial 4nd/or (jos&lnduscrial etionosic impacts 
in rural coundes with new manufacturing or service sector Jobs have 
created several fori&a of econonlc Instabllltyi Agricultural workers, 
including farm owners, taking jobs In factories find that farm Incofoe 
and sotatitimes even two wage earners are barely enough to keep families 
aDove the poverty line. As oianufactur Ing jobs ^ire lost in rural areas 
duu to ttie saoe forces affecting urban manufacturing the effects are 
traumatic and dramatic. Rural job losses In manufacturing are even 
laore Uevastatlng thaw in urban regions because many rural communities 
arc dependent on a single Industry or Industrial type (e.g., textiles). 
i'ne new rural i^Qo r ~ Rural communities are not Insulated from broader 
social torces which are changing the conditions of poverty. For 
cKamplc, family Instability is now affecting rural society with 
increasing numbers of rural female heads of household living under 
poverty condltloiis. In 1979 there were 1.8 million women living in 
nonmetro areas below the poverty level » or about 12*2 percent of 
nonuetro females aged 15-44 (U.S. Bureau of the Census, 1979). The 
majority of rural poor families are headed by a male (69*5 percent In 
197^>. The woman Is employed in almost halt of all rural female headed 
Households (^2.3 percent). In contrast, most urban poor live In non- 
k'uricirig temalu headed tiouseholds (lloppc, 1980) • In addition, newer 
groups ot unemployab les are emiitglng In rural America who lack basic 
education anu skills tor employment In an Information and service 
economy. Heretofore agricultural, lumbering, ana low-skilled 
okinutdctur Ing absoroed them, but such employment Is rapidly being 
ul'ii.lacpa by m.if.htnery . Since urban arean fan no longer absorb this 
po>;ulatlon, they are becoming an Increasing soclril problem for rural 
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cofflfflunittes. Kinaily, there are some voluntary poor In rural America, 
individuals who have decided for a Vdritity of reasons cnat a rural 
aarglnal (or slaple) lifeatyie U appealing to them. Their 
contribution or cost to rural areas Is not entirely clear. But it Is 
clear frum our research that current socl.il welfare programs are not 
appealing or useful to any of this new catugorv of poor people 
(Bradshaw 6i blakely, 1981). 

• jLOiji^jLAaPAC t s ot Recent Gro jrfth 

Population growth, economic diversification, ^nd Improved social 
lnfra«tructur« have not resulted In uniform or even general Ifflproveoents for 
rural locales, Kven In rur^l areas which have made substantial Increases In 
joos, people, and services, severe community proulcms remain. In some 
places, rural boootowns In the mountain states for example, development has 
occurred so swiftly that rcnuislte Infrastructure has not kept pace with 
deiaands tor service. Consequently, tew of these communities or their 
retiliieiits hdve been able to benelU £roo the increased wealth. 

In other ^jrowln^ communities there are new pressures on the existing 
residents, particularly the poor and moderate Income families, which In a 
number ot communities, have led to their displacement to unincorporated 
areas or other smaller towns, forming new low-Income ghettos as dlf)tress<.n« 
as those in the Inner city, 

KlQlJ^^g nd £ n V i r Q nae n t a 1 Constraint s 

A principal attraction of rural areas Is their see xlc i^eauty and 
ua'jrai sur lound In^s , Including the presence of agriculture. Y-t as rural 
cojBmunltles diversity tfiBlr economic and population bases th^ • valuable 
resource Is threatened. Thu threat j^oes well beyond the mere dl.eappearancc 
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or liica anU CiaD^ir ianU £or ge. It Includes the daoage to natural habitats 
rtisultlng froa the Introduction of domestic aniotals, hikers, c&mp«^^- and 
dlseastts transaltted by aan that endanger both plants and animals (Bradshaw 
and Blakely, 1978, Blakely, 1982). 

fne competition over conversion of land used for agriculture, timber, 
flsnlng, and recreation to oanufactur Ing and housing has created debates 
which range beyond the boundaries of rural cities and counties. Rural 
governaents are frequently bewildered and frustrated by metropolitan- 
dominate i state leglslaturf^Ti that Holt the uses of land within rural ^reas. 

Finally, land use zoning and other planning tools designed for urban 
envlronmencs are woetully Inadequate to deal with the problems of rural 
areas. As Healy and Rosenberg point out In Land Use and the States (1979), 
large-acre zoning and similar measures are soaetlmec counterproductive 
measures wnlch hasten lll*'concttlved and poor uses of environmentally 
stin»ltlve landscapes. 

• Kural Inst ' tutlons 

Rural and small town communities place a special significance on the 
cnaracter of various local Institutions. Small town post offices, swimming 
noles, local restaurants, parks, and churches have unique character 
developed over many ytiars, even, in some cases, centuries. As towns become 
cities, attempts to pioscrve or protect these Institutions* physical and 
social role ends to '*museumlze" them, altering their true character and 
sterilizing their role. The genuinely rural Institution becomes artificial, 
tn*jrtifty redaclng its value as the cultural glua that gives a community its 
real ciMrdcter. In essence, ac) K^ndy Hester (l9iJ3; points out, the real 
coinauiuty ptjupiti aceK in rural places is at least partially destroyed by the 
ueuKers . 
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• AjltArA^J[i'l"A^.nL il^ n t r o 1 

AS rur.l comaiunltie* diversify their econo.aic base they aUo Inor.ase 
their vulnerability to external economic control. The increases in rural 
jobs nave co«e largely through branch plant develop«ent or the establishment 
of firm. .ervtn« metropolitan industries. Finance institutions ren,aln 
concentrated in .netropolltan centers, and accordingly, decisions that affect 
rural aruas. are «de far away from rural coamunlties. Rural public 
Officials are. in many cases, totally unaware of the. and unprepared to cope 
-ith corporate actions that affect tfte destiny of their community. 

Kural areas are even core affected by national urban- or fiscal- 
oriented policy such as thedaregulationof telephones, natural gas. and 
trucKlng. inese policies can have enorcous impacts on rural communities. 

In sua. as rural areas are integrated into the national system they 
become vulnerable and typically have less control over their destiny. Thus 
rurai/nonaotrupolUan areas cannot measur. all c_hanjjes as ^roj^ress. The 
lundamontal turces shaping rural areas have changed dra.aticaUy. By 
recognizing this shift new policies can bo fashioned to assist rural 
cummunitias and s»all towns to play a productive role in the national economy 
While .i™uUa.,eously retaining rightful control over their heritage and 
destiny. 

Kural policy for «ust of this century has been a residue of urban or 
other public policies. Even when national attention ha« focused on rural 
re.uurce issues such as timber, food, or fiber production it has been in the 
context ,„ urban ne.d«. SlciUrly. whenever the plight of the rural poor, 
unemployed, or u„u«r«ducHted nas be«n oonstdured the policy objective is 



ERIC 



76 



inuvUaDly to Incredsu parity betwuun ruraJ at\d urban. The work of Michael 
Harriuiiton {i9b^) and Niles Hdiisen (1970), expUlas the premise that reducing 
rural poverty would reduce the urban crisis. 

Rural pidcus have been viewed as underdeveloped or undeveloped, a source 
ot snaine, cnbarrassmeia , and inequality. This concept ot rural as soaehow 
iaCKlnu In resources, sKlUs, and potential continues to plague the policy 
toroiuiatiou process. Rural legislators and advocacy groups continue to 
juiitity rural needs In terms of bringing rural placss up to an urban standard, 
a concept that Is talssuldtid and counterproductive. It condemns rural policy 
UtiSl^in ana development to only one goal; urbanisra. The need now is to fashion 
policies dnd proarams thdt assist rural areas to define and meet their own 
feOdla and ^jaln ccdsonable control over Lhelr destiny. 

tU s to ric Rura l Holl c^ hase 

ni.storlcdlly, natlunal rural policy has proceeded from cither geographic 
or nuwau resoarcu concernu. As a consequence, It is difficult for policy 
tornulitlon to move beyond old Ideas. 

^"rai Geogrdphic ^oUcjif^yoc^is. for nost of the century national rnral 
policy was designed to reduce the Isolation of rural places. Public policy 
tocused on Increasing modern services such as electricity, telephone, and 
hlgnwuy iccess. Tneso policies aimed at Improving rural peoples' aceehb to 
uroan ^l.iv:us, urban ..ulture, and urban jobs. Mdsslve amounts of public 
assistance provided Indirectly through the Land Grant Colleges and directly 
tur^ju^n dguncluii such as Hconomlo Development Administration, and public 
authorities or coooerutives that provide electricity, roads, water, sewers, 
.i.ui piiolu- r.icllitU's. inese pro^jrams remain important to rural ^reas, but 
tnelr raisilon nafi subtly changed trom raudornizing to economic development and 
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cofflffliiiiUy stablUzatlou. 

Kujra^^Mdn Kesource ttase. Directly improving rural human resources and 
anuinii poverty is a more recent undertaking of the federal government, largely 
comm^ncin^ in the iibOi and I9d0s as part of the maasive antipoverty efforts. 
In its rt^port Fhe^ Peop_i_e Lef^ Bejund (1967) the President's Advisory 
CouiBUsslon on Kural Poverty left no doubt as to the severity and the 
consequences of rural poverty. The programs mounted under these auspices 
created the safety net discussed earlier. In many respects this safety net 
formud the tjase for recent improvements In rural life, 

Coutemporary rural probiens move beyond either geography or human 
rtisource issues, n'^w is^^ues arising from the integration ot rural areas into 
an dUered national socioeconomic structure create new policy needs. 
Xheretore rural policy formulation must be designed to alter, intervene in. or 
create structures that will assist rural places to develop «ore diverse, 
seit-sustalnlng economic and sociopoUttcal institutions. The raodftl for these 
struoturai changes should be to create low density, livable communities that 
can snare resources with similar comu»unities , creating a balance between human 
settleuents. Industrial development, agriculture, and the natural resource 
imse. Such a model can be developed and achieved through sensible policy, 
without national plans or Imposed regional instltMtlona . 

Aju ulK&Cr iON KUt< RUR.\L PuL ICY 
rwo succeeding admlnistcations have been given the responsibility by 
congr«s8 to tormulate new rural policy. Each of these administrations has 
uiissed the upportunlty to design policies and programs that place rural areas 
wttnin tne Larger ounl.»xt o( national social ;!nd economic, developiuent . The 
Carter administration's efforts missed because their plan failed to examine 
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tnu cha.ised condU tons of rural Amsrtca carefully. Consequently, the Carter 
plan repacKaijea old efforts to solve the problems of the rural past. The 
current adainigtration's effort recognizes the changing ci rouastances . but 
presumes mat tnese trends need JUtle or no reinforcement and that 
auuilnlstratton programs will meet most rural needs. As a result, these two 
approaches leave enormous gaps and policy needs unfulfilled. 

KuraJ areas can play a leadership role in the future socioeconomic order, 
rms is not to suggest that all of the economic changes Associated with an 
advanced rural society are good, or that they are uniformly good In all rural 
ar«as. But if we consider rural communities as potential contributors and 
actors I., trie «vulutton toward a ,noro technocratic socioeconomic system, 
rather tnan as reactors or impact-prone areas, the policy response will be far 
different. It is our contention that rural places should be seen aa the new 
venue for an advanced industrial society, and that national policy should be 
odscd oil tills concept. 

It is tiiL' responstbUtty of national policymakers to develop the context 
toe policy and to articulate the role of state and local government. Each 
level ot Bovernfflent has different responsibilities and tools to meet the needs 
of rural communities. Further, the precise geographic and conceptual 
Boundaries between urban and rural will have to be modified at all policy 
l-ivels i„ order tor effective policy to emerse. 

i n e_Jid 1 1 Ojia l_i<o 1 e 

Kural Is no longer equated with agriculture or natural resources, yet the 
i-rlactpul lUuaon between rural people and cornmunttles and the federal 
sovecnme.it ..r« tiie resource-or lunted Oepartments ot Agriculture (USDA) and the 
Interior, Consequent ly , rural people and communities arn lower prtorttlea 
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men in« U„d tn^y occupy, an enormous Injustice to 61 aUliOn rural American. 
Who nave Umited access to Che Uepartmencs of Housing and Urban Development 
(hud;, u.£.or (t)yL>, Health a„d Human Services (HHS), and other human resourc. 

fl.e Ado.iulstratlon'8 deslgndtlon of an Under Secretary for Rural 
uevelopmont and Small :oun, within the Department of Agriculture I« an 
1-portant step. out. the resources required by most rural comauaitles remain 
under the auspices and direction of other federal agencies. Therefore, small 
towns and nonmetrc areas continue to receive residual or watered down urban 
policy such as tuu Enterprise Zone leslslatlon, 

m order tu place the responsibility of rural places closer to a wider 
sec ot people-serving resources, we propose that the human services, housing, 
ana similar urban and community development responsibilities for nonmetro 
Places ^ transferred t. HUU. ne risk in this proposal is that rural area, 
-uulvi receive even I^hs attention in IlUn than m USDA, But strong 
.o.yresslunal oversl.nt as well as specific legislation could lessen this 
U-ntier. Kurtner. apprupriato resident exoertlse In HUD could maximize and 
ennance the total array ot prograos within thar. department's scope. 

Alternatively a n.,w Rural and Small City Di-velopment Administration could 
oe formed as a Muasl-lndependent administrative agency wUhln the Department 
ot A^rl.uliure. Ine new a^onoy would aubsucie the current RDA, Farmer's Home 
Au..l;,isLratlo„ (V^t^,) , ,,fO SmaU Utles Block Grant ProgrHm, ..nd other 
o.parL.e.,L ot Agriculture programs designed specifically for community 
Uevelopmenl. The new Kural and Saall aty Development Administration should 
»e Oireoteu uy a c,:aa.lssion similar to the Office of Personnel Management, 
iecuruy ,:x^h.iMj-e . or other stmll.r Independent rommlMslons. 

i-o«mis.:.ner. wxmld o« no,atnated by the President to serve t«rn>s ot six years 
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and wuuid hav«i the r«dttponttlbiilty Lo r<jporc to boch the President: and the 
Congress on the needs of rural And small cities annually and to propose stepB 
to oe taken to neftt the naeds of rural people. The Comalsslon could also 
establish guidelines, rules^ and regulations based on Congressional Acts to 
aaalnlstur progrdras under its Jurisdiction. The Department of Agriculture 
would have the responsibility for program administration as directed by the 
Comalsslon and the President 4 

Udta Requirenents 

National data and policy analysis necessary to determine rural needs Is 
not availaDie. As a reiiiult, the effects of such noasures as the deregulation 
ot teicpJioiie, trucking, and airlines are difficult to assess. Even when 
econoislc effects can be oeasured, their effects rural development are not 
considered. In essence, the current rural turnaround can be stymied by, or 
even collapse undetj Inappropriate or insensitive policy measures. Therefore 
we pruposc that the U'S* Office of Management and Budget develop staff 
capacity and expertise as v^ll as data systems to support analysis of 
aanulnis tration proposals on rural areas and small towns* As a companion to 
tnls pruposali the Congressional Hudget Office should be similarly staffed to 
aaseHH le^^ls latlvt: proposal effects in the same wdy. 

^^"/At iii-JiilHE^-Vl ^PP^ '^t unity 

In addition to pro^sram and plan assessment , the federal gcvernmeni must 
be responsible tor improving economic opportunity among rural communities and 
ijeoplt;. Tnu tudurdL ^jovfrnment should sponsor a series uf ialtlatlves 
uest(;nea . 
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A J j>ncfe«*8e ecunotoic diveraity of rural conununitles , The approach to achieve 
tnU would be a Rural Oevelopoent Consolidated Grant Program administered 
by the Under Secretary tor SaaXl Towns and Rural Development, Theaa new 
grants, awarded through the states, would incorporate current EDA, 
Coiamunity Services Block Grants, O.epartment of Labor, (JTPA programs for 
Dalance of state [ruralj areas). Vocational Education grants and aid, UDAG, 
Transportation (DOT), and housing prograos into a single consolidated grant 
program. The consolidated grant progran would not be a typical block grant 
program Inasmuch as it would be a competitive endeavor with fewer 
guidelines, considerable flexibility, and no mlnlmuo distribution formula, 
i'his approach has several valuable features. First, it reduces paper work 
and bureaucracy by allowing a coamunlty to make a single submission to meet 
many of their needs. Second, it improves Internal planning and 
coordination t>y forcing long-range thinking rather than attitudes based on 
single ad hoc grant submissions for available federal funds. Finally, it 
loprovea rurdl communities' ability to compete successfully for federal 
resources • 

As a requirement for participation, communities submitting proposals 
would be required to demonstrate that their planning Included consideration 
ot agriculture and other natural environments under their sphere of 
iulluence. To assist rufal communities In planning and developing staff 
rusjurces, states would be awarded additional funds matching on a dollar- 
tor-dollar bdfijls the funds appropriated by state legislatures for rural 
duvelopment. fhe majority of thti funds for this consolidated grant program 
wouM Hi dttsl^ndtcc for communUies Ui the smallest and/or poorest rural 
co\itui0b DdseO on a weij4htt»d toratxl.i f-ivorioj^ tluMfi. 
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^) liuuid n f egourctf ^ pro^r aaa. fhure Is subsLantial evidence chat the quality of 
niuQan resources in rural comounities affects both population and economic 
laproveaieiit (Bradshaw and Blakely, 1981; Beale 1982). In addition, two and 
tour year colleges are nost often the critical factor In more knowledge- 
intensive industrial development. Therefore, we propose an expansion of 
the federal govurnuient matching grant progracas designed to assist 
postsecondary educational institutions In some of the nation's poor rural 
counties engage in training and economic development programs. This 
project would be aimed principally at helping institutions develop programs 
oore closely targeted to encrging employment opportunities, support 
prograias for small business development and entrcpreneurship, and to 
provide ecunoralc dev«^lopmcnt services to existing and potential employers 
in their region. 

in addition, the current Jobs Training Act (JTPA, mentioned earlier) 
and similar UOL funds should be restructured to meet rural needs by 
providing Chat a larger portion of such funds be made available for job 
generation and job creation projects In rural areas. Further, within the 
Uepartoent ot Labor a Kural Jobs Development Division should be established 
to pldn and administer these funds to states and within states, to rural 
counties. The most distressed rural counties would be made eligible for 
Lut! largest shafi^ of such tunds. 

Ine :aLattf t<ple 

States have not developed creative roles In rural development, yet there 
are slgnlt leant <iroas Iti which state policy can be of enormous benefit to 
rura). ouamuti U It! s . 'Air research and observations su>5xest to us that the 
loueral ({overnnenL sliuuld entourage the states to provide the support 
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structure tur local «co.,ob1c development. States are In the best position to 
determine whether local city or county planning is sound. Further, states cat. 
develop t,.e Infrastructure for smaU and Bediu«-,l« business loans and loan 
.juarantee plans. Therefore, we propose that the federal governaent Initiate a 
series ot owtchlng yrant and aid programs to develop; 

1- ;^Hilndl_^enou2.1j;cal bu_^ ^^^^ ^^^^^^^ 

would oe destined to assist Indigenous business creation in rural areas, 
funds would u.. available .s below market loans, loan guarantees or interest 
write-downs for new sole owner or snail partnership businesses opening for 
tne tlrst ttn,e In rural areas In technical. Industrial, or similar fields. 
Xne ,undH tor i„ls activity would come via expanding current agricultural 
oanRin^ and farmer's Home Ad,.lnlstratlon pruarams to this purpose and 
setting an Initial ^oal that 30 percent of existing agricultural and FmHA 
loans be used In tht.s manner. Local government support of the project 
would he required. Firms L..kl,.g advantage of the program would bo required 
tu pa/ oaCK t.nds In total amount ot the loan plus prevailing Interest 
rat... ...,d i^cnaUl.. u tney r.locai«d elsewhere (Inside or outside the 

bt'tore th« lodn was repaid. 
^. Kural oj,iortunUa.c_e_nn._r.. Each state would be required to establish a 
rural econo.nlc ,.nd employment opportunity center. The purpose of those 
...MLer. would De t., ...LabUsh ,ae,:hanls.T> to reac-h the unde rpr Ivt leg.d and 
duticult to as.l.t populattou In rural areas, rhe centers would provide 
ooLM Le..,mlcal is.lstance tralMln, and combined grants and aid t- community 
^rou^.. I., dusadvaat.iged co,an,„„ 1 1 Ics or local government In the ,ame 
.>™.miru..u.>,, st.a,. oeat.r. W0..11 co,n:;t„c t«J.ra ^„d ,tat. resources to 
=.t..uul.uv .„d ■.;>lu,n.M,t -coMomU- d.-vc iopQ..„i actWUles for the 
•11 ■••ivr. I I, r.ral n^.u. . uuL-ulLng vu: provision of housing and social 
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i« :>t<ttM. yunturti tlna ncu banRa. Several states have experimented with some 
tona ot ;*tate tUiance ajjency. To date, these efforts have merely 
ttiipplemented tiie Sraall Business Adoinistratlun (SBA) and similar efforts, 
vjur rttaejrcM iuaicateH iurins ot this type to be inar^sinally helpful to rural 
DuaL'iess (liradaMaw ^ Blakely, The gap In rural finance Is venture 

capital. uni: reason tor this is that rural aread are distant from 
tinancial centers and financiers. Further, the potential for the 
dereiijulat ion ot banks* to reduce or deplete rural cash reserves is very 

bince pduple with Idua.s are tho critical Ingredient In the natural to 
nutuan resource traimltlon, we propose that states develop new financing 
capacity for rural areas by issuing rural development revenue bonds« Bond 
^fuc&eds would be used to establish a venture capital f und • This fund 
would DtJ u.sed a resource In attracting job"creutlng people and 

industries to rural arua^i and In stlmulrUlng existing rural business or 
eiticepCti aeurs to develop nt*w products or servicesi 

I'hti details ut Such an effort require considerable thought and 
planning, but its basic strategy would be little different th^n current SBA 
and ^'^l^iA loans. One ditference that is envisioned is that state or local 
^oveCninf ntrt would acquire equity participation In s;'Uh ventures In order to 
st.ibllUe Its tncuiae and to enter Into a longer term relationship. 

A. i.and use planning and policy. We believe each state s^-iould be provided 
wltn ntjw tederal incentive planning grants similar to the old "701" 
planiilag ^Cints prograo designed to develop comprehensive rural land use 
i/L.i:i» that rccojjai'.e iriu <it.'iB.ind Jur ilternatlve settUmont pattt»rns. These 
jjLidh wouUl tMK'ourjgtj the bcttfr use ot existing small town urbanized 
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areas, yet provia« for increased population in low density settloaont. In 
•ddltlon, such punning would Incorporate new planning zoning and nbted use 
foraulas that assist in preserving farm land and natural habitat. 

Ine Local Ro le 

Rural local sovernoent la much nallgned, even by small town officials. 
While it is clear that rural public officials have fewer staff, it does not 
tollow tnat they have access to fewer intellectual resources. Clearly the 
availability of specialists and the elaboration of administrative 
intrastructure Is helpful. But there are more creative ways to solve this 
protjloia than by adding more public officials. We suggest that: 

1. Local and state government expand experiments with the circuit rider 
programs lo provide rural and small areas with expertise in special areas 
Buch as housing, budgeting and the like on a partial reimbursement basis, 
•inls special assistance might be provided through expansion of existing 
regional agencies, use of Cooneratlve Extension or through a consortia of 
state colleges and others. This proposal might be coupled with the 
AUmlnlstr.tion-s TRAIN program and provide a specific mechanism for 
inforjatlon transfer to rural areas. 

2. Kural local governments should establish nonprofit development corporations 
whlon act as development authorities and have the legal capacity to hold 
equity posit tons in local enl^prtses. Local government would use the 
uevelopaeut corporation to hold shares, collateral, and other forms of 
BHUlty In businesses. Subsequently, the development corp, ration could 
nypothecdlt lis holdings In local enterprises as Investment capital for 
other coMuaUy projects. 
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in addition, we believe that local, county, city, town, and/or township 
governai^nts must develop internal land-use and zoning patterns cofflpatiblc 
with total regional developnent rather than as separate entities. Such 
planning can bring about aore improved total investment and increased 
opporcunitlcs for all the participatory coouaunities. 

Conclus^ion 

Rural areas are a significant contributor to the nation's transfomation 
to an advanced industrial society. Public policy then must be designed to 
enhance the role of rural conounitles. At the same time, the rural physical, 
social, and institutional landscape is fragile. It will take care and 
sensitive policy instruments to achieve the necessary transition to a 
compatiDle rural/small-town living pattern. Rather than fighting small town 
and rural development as forms of urban growth, planners and policy makers 
aeed to learn %o support them in productive ways in order to make use of 
their unique contribution- 
National policy that fails to provide a new understanding and 
articulation of the role of rural areas in the transition of the economy is 
doomed« Therefore, it Is important that a clear set of national policies and 
programs be designed to assist rural areas in mitigating the problems 
associated ulth poor or unplanned development. Rural and urban people of all 
races, ethnicities, and classes must have equal access to and benefit from 
this next stage of advanced rural society. Every level of government has a 
role to play in reaching this objective. The national government must set the 
context, offer direction, and provide resources to the poorest places while 
state and local governments must develop Innovative Implementation strategies. 
The new frontier can be a better one than earlier frontiers have been for 
rural America and all Americans # 
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AGRICULTURAL COMMUNITIES: ECONOMIC AND SOCIAL SETTING 



Calvin L« Beale* 



The agrarian ethic was long a dominant theme of American life. Yet 
even when It was at Its epic proportions In rhe homesteadlng era and In 
the sundering of the Nation over an agriculturally-based slavery, tt was 
also a diminishing theme. Decade by decade, throughout the nineteenth 
century Industrialization and urbanization emerged. When finally In 1920 
the urban population exceeded the rural for the first tlme^ the shock was 
so great that Congress, for the only time In its history, found Itself 
unable to reach any consensus on Congressional reapportionment and ignored 
Its Constitutional requirement to reapportion. The debates of the time 
make It clear that distrust of urban society and disbelief In the 
permanence of the outmovement from farming were major factors In this 
f allure« 

After the onset of World War 11, the farm population declined rapidly, 
being reduced by half In the period from 1940 to 1960. Factors Impelling 
farm mechanization and enlargement, together with the lure of superior 
urban employment and Income, produced this result. In particular, the 
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agrarian component of the South was greatly reduced aa the historic share 
tenancy form of cotton, tobacco, and peanut farming was abandoned for 
procedures using fewer workers. Gradually the fact chat the farm 
population had become a small minority of the total population was 
accepted. However, It has taken much longer to get the point across that 
farm people are also only a small minority of the rural population. We 
have 5.6 million farm population today, out of the total of 59.6 million 
.rural people. (There were 30 million farm people in 1940 out of 57 
million total rural.) Farm linkages with other economic sectors have 
increased as modern farming has required vastly higher purchases of 
equipment, fertilizer, pesticides, nnd services, and as we have moved to 
increased processing of many products before final consumption. But many 
of these linkages are urban baaed and/or do not necessarily involve a 
community of like interests with farmers. (For example, in the short run, 
what is bad for the farmer may not be bad for a supplier or buyer.) 

AGRICULTURAL DEPENDENCY VERSUS AGRICULTURAL PRODUCTION 

There is no easy way of defining the limits of "agriculture" or 
"agricultural communities", and it is not the intent of this paner to do 
so here. But, no matter how these concepts are defined, agriculture as a 
direct or secondary employer is not the driving force of most of the 
communities of America today thac are viewed as rural or small towns and 
that ronstltute the clientele of the Department of Agriculture for many 
Federal programs. V\ds does not derive from any contraction of 
agricultural output. Indeed the central fact of American agricultur^i is 
the increase in its output despite the loss of Lhtee-f if ths of its labor 
force In 40 years. 
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The deagriculturalizatlon of rural America results from a major 
expansion and diversification of the nonfarn rural and small town econoay 
vhich has permitted the total rural population to Increase despite the 
f^^rm sector losses. However, this growth has not been evenly spread* In 
general it has affected the timbered and desert areas of the Nation much 
more than the open plains and prairies of the mldcontlnent* In the 
northern plains, In particular, there are still counties In which the 
economy can be described as almost entirely agi'lcultural. Other equally 
rural areas » however, either have almost no agriculture (for example, 
parts of the So'ithern Coal Fields) or have retained an agricultural 
function, but have seen It overwhelmed In employment by Such Industries as 
manufacturing or mining (many parts of the South or West)* 

Today there are only 19 counties left In the whole country in which 
half or more of all employed people work solely or primarily as farmers or 
farm laborers. Thirty ye'.rs ago Kentucky alone had over 50 such counties. 
Counties with a fourth or more of their employment in Canning — a level at 
which one can safely assume that agricultural Interests still clearly 
dominate the economy— numbered 271 in the 1980 Population Census. 

Most of these are thinly populated Plains counties and they only 
contain 8 percent of the total U.S. farm population. With some 
exceptions » their agriculture tends to be e;:^tenslve farming of grain 
(usually wheat) or cattle ranching, requiring large acreages. Thus we 
encounter the anomaly that none of the ICQ counties most dependent on 
farming in the United States (as measured by employment) was among the 100 
top counties in rwt value of agricultural output in the 1978 Agriculture 
Census. 
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The latter (top producing) claa^ of agricultural counties is more 
widely distributed. One major concentration Ig in California and Arijipna. 
A second major group is in the more productive parts of the Corn Belt, 
Other counties are in Florida or the Coluabla Basin. Many of them are 
characteriaed by irrigated farming, with Its high value of outpui per 
acre. In sharp contrast to the high dependency counties with their small 
populations, many of the ranking top producers are metropolitan counties 
(46 of 100), including the counties that contain such large cities as Los 
Angeles and its suburbs, San Diego, Phoenix, Honolulu, Sacramento, Miami, 
and Tampa. Much of our most productive farming is embedded in a 
metropolitan environment, in which the farm community is a very small part 
of the total. The three percent of counties that constitute the 100 top 
producers, yield 20 percent of the Nation's total net value added of 
agricultural products. 

The demographic contrasts between the high dependency and high 
production counties are substantial. In the high dependency group (most 
of which have no urban population at all), the total population declined 
in the i970's by 6.9 percent because of the lack of alternatives to 
farming. In the high production group, where 87 percent of the people are 
urban, population grew by 20.4 percent. This is a level of growth far 
above that of the United States as a whole (1 1.4 percent) and one that 
unquestionably puts pressure on the price of farmland and Its continued 
use for farming. 

There is a gradient of social and economic conditions associated with 
varying degrees of agricultural dependence. In general, one can say that 
the '.tigher the relative dependence on farming, the lower the overall 
levels are of education. Income, minority race presence and female labor 
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force participation, but the higher the average age and the percentage of 
children living with both parents (see Table i). 

FAMILY ;fflRKERS VERSUS HIRED WORKERS 

In the past, a major organizational feature that distinguished 
agricultural people and communities from one another was tenure status, 
especially the contrast between the South with its extensive share tenancy 
system, and the rest of the country. Today, the incidence and Importance 
of full tenancy Is greatly diminished and Is actually somewhat lecs in the 
South than In the rest of the Nation. There Is another measure of 
organizational structure, however, that strongly differentiates 
agricultural conmunltles and regions In the United States, and that is the 
comparative reliance on operator labor versus hired labor to do the work* 
-At the time of writing, these data are not yet available from the 1980 
Census. The pattern, however, can be reliably seen from the previous 
census. 

In a large and basically contiguous area comprising the northern and 
central Great Plains, the Corn Belt, the mldwestern Dairy Belt, the 
Ozarks, and much of Kentucky and Tennessee, the ratio of self-employed 
farmers to hired farm workers is more than 2 to I. This region Is 
dominated by commercial but family-scale operations. Some full time hired 
labor Is required on the larger operations and ther^ may be seasonal needs 
for extra help, but the main reliance Is on family labor. 

Adjoining this region and extending Into the northern Rockies, the 
southern PLilns, more of the upland South and the interior Northeast are 
many other counties where self-eraployed fcirmers are more numerous than 
hired workers, but (lot by a 2 to I margin. 
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aiiracttriitiei of Countifi by Seleeted Uvcli of Agriculturil Dependency and Production 



County 
chersettriitici 



No. of 
counties 



Population, 1980 



Total 



Percent 



Pec. of eaployad 
people in 
faraint, 14S0 



:ltural 
:far« 



: Rural : 
:noafara: 



Urban 



Pet. of 
populttion 



20-34 : 60 ♦ 



Pet. houatholda 
with ineoM 



■ <IO.OQO; »30.000» 



Pet. children 
-18 not in 
■arried couple 
faailiea 



33.3 or aore. . . 
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353 


35.9 


61.4 


2.7 


19.0 


22.2 


43.5 


9.2 


29.0 to 33.2... 


167 


1097 


27.4 


61.7 


10.8 


19.5 


22.5 


39.8 


10.4 


20.0 to 24.9... 


150 


1444 


23.7 


53.7 


22.5 


20.3 


22.0 


38.1 


11.2 


15.0 CO 19.9... 


238 


3S07 


15.8 


49.2 


35.0 


22.1 


19.0 


37.4 


12.0 


Top far* 




















production 




















count iaa« ...... 


100 


30,152 


1.8 


11. 3 


86.9 


27.1 


15.1 


27.4 


22.1 



7.7 
9.0 
9.9 
12.6 



20.3 



Pet. 
voaen 
16« in 
labor force 



r:t. adulta 
18« with 
I yr* of 
college 



38.2 
41.0 
41.8 
43.9 



51.7 



25.2 
23.4 
22.9 
23.2 



36.9 



:Pct. of U.S. 
: net value 
I fani producta 
! aold, 1978 



2.4 
NA 
NA 
NA 



20.5 



Source: tMpubliahed tabulationa froa 1980 Cenaua of Population and 1978 ^naua of Agriculture 

prepared by: Calvin L. Beale 

Bconoaie Development Diviaion 
Bconcsc leaearch Service 
USDA 
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At the other extreme, are agricultural areas In which two-thirds or 
more of people in the production phases of agriculture are hired workers. 
These Include most of the top producing counties In California and 
Arizona, most of the Rio Grande area In Texas and New Mexico, most of the 
Florida Peninsula, a predominance of the Mississippi Delta, many counties 
around major cities, and Hawaii. Areas where hired workers are in the 
majority but are less than two->thlrds of the fam work force fill in most 
of the rest of the West, the lower South, and Northeast. 

Tlie character of agriculture in the two opposite types differs 
greatly, on average. The area with high percentage of self-employed 
workers Is focused on the products whose surpluses, low prices, or policy 
problems seem chronically to dominate farm news; namely, wheat, corn, 
soybeans, and dairy products. This Is also the area whose agriculture has 
become rapidly more dependent on export markets In recent years. 

The areas that hire most of their farm workforce, on the other hand, 
produce much of the Nation's supply of vegetabl3S, fruits, tree nuts, 
sugar cane, horticultural goods, and cotton. With nhe exception of 
cotton, they are producing heavily for the American market. 
Producers are frequently large-scale, and fewer In number than farmers In 
the area dominated by self-employment. Some of the areas of high use of 
hired workers are characterized by nearness to the Mexican 
border— providing a ready source of cheap labor— or by the previous 
existence of large plantations that once were farmed by tenants and now 
are too large for family labor operation— such as in the Mississippi 
Delta. 

Although precise data have not been calculated, it is apparent from 
the location of the areas with high ratio of hired work to self- employed 
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work that they very of ten— perhaps characteristically— have hired workers 
of. different ethno/cultural and social class background from the 
operators. Many of them are areas In which hired workers are 
predominantly Mexican-American, Black, or— leas frequently— Filipino or 
-ilndlan, whereas the operators are usually White. Labor Issues are 
prominent and have racial and social class overtones in this context. In 
Che operator-dominated areas, such farm Ubor as Is used Is typically 
drawn acre from the same social stratum as the operators, although some 
Mexican-American migrants are used and some of them have "settled out" 
locally. 

The question arises recurringly as to which form of agricultural 
organization— family operated versus employer-hired labor — is superior for 
the general welfare of the local communities or for society as a whole. I 
do not intend to go into that literature here, of which Goldschmldt 'a 
Arvln and Dlnuba study is Che off-cited prototype, but it typically 
concludes that the family operated pattern Is the more socially desirable 
(Goldschmidt, 1946). It seems to me that the issue has become more 
prominent in research and policy-oriented discussions in the last 5 or 10 
years. 

Over the last decade both the relative and absolute importance of 
hired workers in U.S. agriculture has risen, while that of farm operators 
and other family labor has diminished. In 1970, hired workers averaged 28 
percent of the farm work force; by 1982 this had climbed to 38 percent. 
Farming is still a preeminent source of self employment, as compared with 
any other major occupation. Ironically, however, the numerical importance 
of the self-employed is decreasing in farming at the very time that self 
employment has expanded rapidly in the nonagrlcultural population. 
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Although hired farm work is upi there Is /mother and quite 
antithetical eleaent in the farm coonunity that has aUo been growing^ but 
for which little nore than subjective evidence is available. I am 
referring to the "homesteaders" or •*back-to-the-landers". This population 
has come Into or back to tne rural areas over the last decade or sot It 
has a strong Ideology of the value of rural living, of self sufficiency, 
and stewardship of the land. Some of its members want to be comfortable; 
others are anti^aterialist • Their role in farming seems to be typically 
small scale, often with a focus on organic farming, vegetables, or 
livestock specialties, /amost anything said of them lacks quantification, 
for it is difficult to Identify this population and thus estimate its size 
in regular data series. The homesteaders probably account for the 
increase in small scale farms shown in the last census of agriculture. 
They seem to go especially to partly timbered areas of marginal 
productivity where the land was long farmed and a stock of farmsteads 
exists, but where land value in recent decades has been comparatively low. 

CHARACTERISTICS OF FARM PEOPLE 

Within the agricultural community as a whole it Is useful to identify 
significant ways in which farm people differ from the nonfarm community as 
well as among one another.^ Because of the declining number of people in 
farming and despite the entry of a number of younger operators into the 
profession in the lasc decade, the farm population averages more than 3 



In this section most of the data on characteristics of farm people are 
derived from Current Population Reports, Series P-27, No. 55, Farm 
Population of the United States; 1981 , U.S. Bureau of the Census and U.S. 
Department of Agriculture jointly, 1982. Most of the material on income is 
from Farm Income Recipients and Their Familias; A Socioeconomic Profile , 
by Vera J. Banks and Judith Z. Kalbacher, Rural Development Research Report 
No. 30, Economic Research Service, September 1961. 
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years older than the nonfarm. Median age In 1981 was 35.7 years compared 
with 30.3 for nonfarm. The farm population is still compavatlvely short 
of younger adults 20-34 years old (17.6 percent versus 25.9 percent for 
nonfarm), and has a higher percentage of persons 60 years old and over 
(19,0 percent versus 15.5 perccnr) despite the fact that many older farm 
couples leave the farm In retirement. 

The percentage of high school graduates among young fanners (25-44 
years old) is now as high as that among nonfarm workers (83 versus 84 
percent), although farmers 45-64 years are much less likely to have 
finished high school (57 percent versus 67 percent for nonfarm workers). 
However, only a minority of hired farm workers have a high school 
education, t .ii among the younger ones (39 percent). The educational 
disparity between tne operators and the hired workers Is widening, not 
closing. 

With the heav/ exodus of Black tenant families and small o%mer 
operators since World War II, only 4 percent of the farm population now 
consists of Blacks, compared with 15 percent as late as 1940. Persons of 
Hispanic origin amount to just 2 percent of farm people, and the role of 
bath of these groups In farming Is now prept rtdcrantly as hired workers 
rather than as operators. Forty-five percent of all hired farmworkers for 
whom farm work Is the primary employment status are Black, Hispanic, or 
other minority race, which Is II times their representation among farm 
operators. 

At present, about two-thirds of employed farm men work solely or 
primarily In agriculture and the rest at nonfarm jobs. The opposite Is 
true for women. Nearly two-thirds of farm women who are in the labor 
force are doing nonagrlcultural work. The men are heavily employed In 
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manufacturing and construction and the women In service industries and 
retail trade* In addition! people engaged in agriculture at ill are more 
likely than persons in any other major industry to have a second job* 
Nonfarm work is especially coaaon for both farm men and women in the 
Southi probably because of both greater need and greater opportunity* 

A national survey in 1976 showed that of all persons receiving self 
employment income from farming (including those who had losses) 13 percent 
had no income from any other source; 38 percent had nonearnings income » 
such as rents, Interest, or social security; the remaining 47 percent had 
wage, salary, or nonfarm business Income to supplement their farm Income, 
and usually had other income sources as well. A fourth of the families 
that received self employment income from farming also had social security 
income (including railroad retirement), but only 1 percent had received 
any public assistance or welfare payments* 

As a result of these patterns, a majority of farm families receive 
more income from nonfarm sources than from their farming. In 1975 (a 
better year for farm income than any since then), 71 percent of persons in 
families that received some self employment receipts from farming reported 
that more than half of their total net income was from other sources* 
Fully a fourth reported a loss from farming. The total median Income of 
persons reporting loss or negligible income from farming (less than 
$ltOOO), was as high as that of persons having moderate to above average 
incomes from farming* In median family income from all sources, farm 
families collectively tend to run anywhere from a seventh to a fourth 
below nonfarre families, depending on the relative status of the farm and 
nonfarm economy in a given year. In 1981, 23 percent of the farm 
population had income below the official poverty level, compared with 13*8 
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peicenc of the nonfarm population* There are indeed aany asset-rich 
people in cooMrcial faniing, but it is also clear from the poverty data 
that there is a rather large sinority whose incoves inclusive of public 
assistance and social security fall below societal standards • 

CONCLUSION 



There was a time when it was possible to characterize farm people and 
fam conmunities in terns of social disadvantage, as compared with the 
urban population t It was an obvious and relevant thing to dot There were 
striking contrasts in electrif ication, education, quality of housing 
(heating, water supply, sanitation) , social security protection, Income, 
transportation, and coaaunication* Although there are residual levels of 
these deficiencies today, nodernization of rural life has seen major 
convergence between the material living conditions of farmers and others* 

In the process of farm consolidation, many of the poorest people in 
farming Left or were displaced, with large numbers going to the cities. 
For some years to come many of the overall remaining differences between 
farm and nonfarm communities will be partly shaped by the size and 
character of the prolonged exodus from farming in the period L940-I965cai 
and the continued more gradual decline since then* For example, until the 
farm population stabilizes, it will continue to be an older than average 
population* However, social indicator comparisons that are age specific 
show less farm-nonfarm difference* 

Within the farm population Itself, there are major differences In the 
extent to which; 
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(1) farm families depend on off farm work (and thus the extent to 
which their problems can be addressed through farm policy), 

(2) they and their Interests dominate conwunltles or are merely a 
minority social and economic segment within them, and 

(3) agriculture is practiced by the modern day version of the yeoman 
farmer with his family labor, or by agricultural employers 
operating primarily with hired workers* 

All classes of agricultural counties have been affected by the 
revival of population growth in rural areas. (Even those that are 
continuing to lose people are typically having much smaller losses than in 
the past.) I expect the diffusion of nonagrlcultural economic activity 
Into rural areas to continue, I am not suggesting that farm people hav« 
or will b<jcome indisttnguis.iable in values, attitudes, and life situation 
from Gveryi^ne else. Bu:, It Is hardly more than a truism to say that 
their economic and social setting Is Increasingly shaped by the complex 
forces of modern society and, indeed, by international trade and political 
factors as well. The Internal variation among farmers may now be greater 
than their collective average difference from nonfarm America. 
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THE CHANGING NATURF. OF AGRICULTURAL COMMDNITIRS 



Daryl Hobbs * 



INTROnUCTION 

The economic hasa of a rural coimunity Has a direct influence on the 
character and organization of the community. Ont? need not depend on the ample 
research evidence that documents that relationship; the connection is apparent 
even to the untrained observer. It doesn't taks a researcher to see that 
there are differences in organization, character and even appearance of rural 
comunitiea that are surrounded by cattle ranches and those that are surrounded 
by dairy farms , between those surrounded by fruit and vegetable producers and 
those surrounded by cAsh grain farmers. There are even more obvious differences 
between rural connunities dependent on fishing and those dependent on lumbering, 
or those dependent on mining and those heavily dependent on tourism, retirement, 
or a factory, as is so often the case today. 

The type of economic base also accounts for whv some rural communities have 
been growing and others declining. Rural communities located near previously 
untapped e^nergy reBcrves for e:<ample, have recently boomed (some have just a» 
quickly busted), while those exclusively dependent for their existence on 
serving the needs of fewer, but larger and more mechanised farms, have struggled 
in their search for ways to bolster their sagging economies. 



* Director of Rural Development and Prof<»88or of Rural Sociology, Mniversitv 
of Missouri at Columbia. 
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DIVERSIFICATION OF THE RURAL KCONOMY 



A discussion of U.S. agdcuUural communities in the I980'i must nece«sarily 
begin by drawing a distinction between agricultural comunities and th« remainder 
_:of rural eoanunitita. Ml agricultural coMunitiet today are rural, but only 
-■ a minority of i iral coanunitlea remain predominantly "agricultural", 

" Over the past g^^neration both th^ farir and non-farm economic bane of rural 
(non^«tropelitan) America has changed impresaively. The economy of rur*.l 
Amarica hag expanded and diversified, causing agriculture to ahrink aa a sonrce 
of aggregate rural income and employment, despite dramatic increases in total 
•gritultural production. Manufacturing, government employMnt. retirement 
income and commuting have led the way in diversifying the rural eco.iomic base. 

The story of rural America has been one of replacement. Farm employment 
and farm families have been more than replaced by rural non-farm employment 
and ejturbanites moving to smaller towns and the country, A result is that 
most rural communities today are teas dependent on agriculture for their 
economic existence and support of local services than thev were a generation 
back. Jordan and Hady (1979) reported recently that more than 2/3 of the 
rural population of the country lives in counties in which less than 10 percent 
of their labor force is employed in agricultural production. The combined 
non-farm and urban influencea have been so extensive u has led some to question 
whether rural is really rural anymore except for agriculture (Friedland. 1981), 

Largely because of lower rural wage rates » fewer labor unions and other 
perceived rural competitive advantages, the I960's and 70'8 produced substantial 
growth in rural manufacturing and some movement of manufactoring from metro 
to non-metro areaa. During the 1960 'a non-metro manufactoring employment 
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grew by about 31 percent compared with a 13 percent growth rate in metro areas. 
The 1970' 8 saw the rate of non-metro enployment growth drop to a 12 percent 
increase but necro areas experienced a 3 percent decline. (Haren and Hoi ling, 
1979) 

Growch in rural governnenc enployment haa alto kept pace with RovernnenC 
employment growth in urban areaa, contributing further diversity to the rural 
economy. (Bradshaw and Blakely, 1982) 

But job growth has not been the only contributor to expansion and 
diversification of the rural economy, The widely reported rural population 
turnaround of the 1970 's was produced at much or more by the attractiveness 
of rural areas as a place to live, as by the lure of actual or potential jobs. 
(Brown, 1979) Persons (>fflployed in urban areas often moved further away from 
their work to surrounding rural areas while large numbers of retirees brouj^ht 
their retirement income with then to new RFD residencesi (Beale, 1982) Neither 
the coBHUters nor the retirees depend on local rural economies for income and 
employment but do add a nultiplier effect to the economies of many rural 
conwnunit ies > 

Thpse chanp.es have combined to add to sources of rural income, thereby 
reducing the proportion attributable to agriculture. The USDA (1980) reports 
that in the late 1970' s agriculture accounted for 6 percent of rural incone 
compared with 20 percent from manufacturing, 14 percent from government 
employflient and 1 1 percent from transfer payments. 

But these additions to the rural economy have not been uniformly distributed 
across thP landscape. Clear Iv not all rural comnunities have diversified their 
economy to the same extent. Many rural communities, especially in the midwest 
and northern great plains, remain as dependent on aRriculture as ever, although 
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the natui'e of that dependency has changed. On the other hand bv far the largest 
Increases in non-fiirja salary and wage eaploynient and in urban-rural population 
noyement have occurred in the south and west. 

These different regional patterns have led sone to observe that aggregate 
asseasaenta of the iiiportance of agriculture in rural areas tend to over-emphasize 
its significance in aone areas and under-emphas ize it in others. (Penn, 1979) 

THE CHANCED STRUCTURg OK AGRICULTURE 

However, while the rural economy generally has been diversifying, 
agriculture hasn't been immune from change either. Three recent structural 
changes in agriculture seem particularlv relevant to our concern for agricultural 
conraunities. One trend has been for cotnmerical agricultural production to become 
more geographically concentrated— not all rural areas of the country contribute 
equally to the nation's agricultural output. 

A second trend of relevance is that larger, more capital intensive farms 
have become more specialized in production (Heady, 1980). A result is that 
certain states and regions of the country have become increasingly devoted to 
the production of some particular commodity or mix of commodities. This adds 
to the tendency for agricultural communities to take on characteristics of the 
dominant type of production that surrounds them. This is in contrast to the 
norm of general farms of a generation or more past, when each farm produced a 
•iraaller quantity of each of a larger number of commodities. In an era of 
general farms there was a tendency for agricultural communities to be more 
<jimi lar to each other, 

A third tr<»nd of relevance is that the nation's farms have become 
increasingly stratified inCr> a relatively small number of large volume commercial 
farms that produce a majority of the nation's cutput, and another category of 
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simU faras that includes a majority of the nation's farvs but only a small 
portion of the output. Th«se stda! I and large faros sre not only different in 
aiie snd Methods of operation, but they also tend to be located in different 
regions and have a different relationahip vith the connunities they surround 



Where Are The Agricultural ComBunitie^s? 

the nation's agricultural production has becoise oore geographically 
.concentrated than it. vas a generation back. In 1981 aeven states (Iowa, 
-lUinoia, Minnesota, Kansas, Nebraska, Texas and California) accounted for 
46 percent of the nation's cash receipts froa agriculture (U.S. Statistical 
Abstract, !982). Sy contrast it takes the output from another 21 states 
combined to account for an additional 10 percent of the nation's cash receipts 
from agriculture. 

Tbe extent of concentration of comnercial agriculture is further 
illustrated by the attached map. It shovs a majority of the 100 leading 
agricultural producing counties to be in the heart of the midwest and in the 
fruit and vegetable producing areas of California and Florida. Conversely 
the 100 counties having the highest percentage of their labor force employed 
in agricultural production are concentrated in the more sparsely populated 
northern plains states. 1>iose counties tend to be dominated by agriculture 
largely by default— there is little diversity in the rural economy of that 
region. 

This map is not alone sufficient to identify agricultural communities 
since 28 states, including such farm belt states as Indiana, Ohio, Missouri 
and Michigan have no counties in either category. On the other hand certain 
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highly urbanized counties such as Los Anodes, Tucson and Phoenix^ Arizon,i 
ar^. included among the top producing /igr icultural counties. 

But the map does suggest that if we are to think of agricultural connunities 
aa those nost economically dependent on agriculture, then clearly "agricultural" 
conmunities are not as ubiquitous and dispersed about the country as they were 
a generation back. 

The Emergence of a Dual Agriculture 

A part^of the reason why agricultural production has become more highly 
concentrated is that some areas of the country have experienced a more profound 
pattern of farm consolidation and increasing size of farms than others. That 
has occurred in part because the topography, climate and productivity of the 
land in some regions have contributed to making larger scale and mechanization 
more economically feasible. 

USDA data for 1981 reports slightly over 2.4 million farms in the country. 
Of those, about 4 percent (112,000) accounted for 50 percent of total cash 
receipts and 87 percent of net farm income. Conversely farms selling less 
than $20,000 in farm output per year included 61 percent of all farms but 
accounted for only 6 percent of cash receipts and had a net loss from farming 
equivalent to 8 percent of total agricultural income (USDA, 1982). Tho key 
to perpetuation of these sraall farms lies in off-farm employment and income 
sources of the operator and family. Operators of these smaller farms were 
receiving an average of more than $20,000 in off-farm income (USDA, 1982). 

Larger commercial farms havo also been a Part of a general move toward 
specialisation in production. Specialisation has tended to characterize not 
only individual farms but also regions. Some commercial farming regions have 
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become largely devoted to cash grain farming, while others are characterized 
by dairy, broiler production, livestock feeding, cattle raaching, etc. If, as 
stated above, the organization and character of communities is directly influenced 
by the type of economic base then the conditions have been produced to expect 
conaiderable variation between conraunities in different agricultural regions. 



Implications of a Dual Agriculture for Community 

Important to our analysis of agricultural conmunities is that small farms 
and large farms tend not to be interspersed, There are regions and states 
where large output farms pfedorainate--tho8e described above. On the other 
hand there are major regions and states where small, part-time farms constitute 
the majority. Most of the states of the southeast, for example, can best be 
described as small farm states. Similarly there are noticeable differences 
between one part of some states and another; e.g. east Arkansas is dominated 
by commercial farrjfj wnile small farms dominate in west Arkansas. Similarly 
west Oklahoma is generally commercial, east Oklahoma generally small, north 
Missouri generallv commercial, south Missouri small, etc. 

The topography and productivity of the land seem to play a contributing 
part. Small farms seem to be moat prevalent in hilly, irountainous or more wooded 
areas of the country. Such characteristics of the land tend to discourage larger 
scale mechnizarion and the consolidation of farms that usually follows. On the 
other hand land of marginal value for capital intensive agriculture has often 
been lower priced and more suitable for recreation, hobby farming and rural 
res idence . 

These geographic and structural factors are important to our concern with 
the roUtionship between agriculture and community because small, part-time farms 
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have a different relationship with the rural cooiunity than larger cor»;,ercial 
farms. A part of the difference in relationship is attributable to the 
importantly .different social, economic and demographic trends associated with 
each kind of region over the past decade or two (USDA, 1982). Areas dominated 
by small farms have generally experienced the greatest amount of expansion and 
dlversificaton of th-ir economic base and have been recipients of „juch of the 
recent rural population turnaround. Conversely states and regions dominated 
by larger comnjercial farms have generally either lost population oi' have 
experienced a slow rate of growth (Beale, 1982). 

To provide some support for this generalisation we made some comparisons 
between rural Missouri counties characterized by larger commercial farms and 
an equal number of counties dominated by small farms. The larger farm counties 
were taken as thfi 20 counties having the highest percentage of farms in the 
•Wr 340,000" sales class according to the 1978 Agricultural Census. (There 
are 114 counties in Missouri, 97 of which are non-metropolitan) The small 
farm dominated counties were taken afi the 20 countie.i having the smallest 
percentage in the "over $40,000" sales class. The "large" farm counties 
averaged 38.4 percent of their farms in the over $40,000 category: the small 
farms counties averaged 6.5 percent in that sales category. None of the 40 
counties were immediately adjacent to the Kansas City or St. Louis metropolitan 
areas. As indicated in the attached table the two sets of counties tended to 
be quite similar in average population and in average number of farms per 
cotinty , 

The large farm counties experienced an average of ♦0.7 percent population 
growth, and a 6.0 percent increase in number of businesses, from 1970 to 1980, 
while Che iraall farm count it-s experienced more than 23 percent average growth 
in population and 26 percent growth in non-farm businpssea. 
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Population and Business Chanj>e in Missouri 
Small and Large Farm Dominated Counties 



Pcpulat ion 
1980 



Number 

farms 

1978 



Change 
in pop. 
1970-80 



Changes in 
^ nonfarm 
businesses 
1970-1980 



20 Count ies Most 










Dominated by 










Large Farms 


16.^00 


925 


0.7% 


0.6? 


Without 6 Counties 








Having a Town of 










7,500 or more 


10»900 


797 




1.7Z 


20 Count ies Most 










Dominated by 










Small Farm.q 


17,800 


735 


23.3? 


26. 3t 


Without i* Counties 








Having a Town of 










7,500 of more 


12.200 


658 


25.3^ 


28. 4^ 



Regardless of the tvpe and significance of a^riciUure in a local pconomv, 
th.> pr.>s».ncf of a larger town produce^ pffucts beyond those directly attributable 
tn aKriculture. Amting tho 20 lar^e farm counties rhore wore six that included 
a town of 7,500 or more; four among the small farm dominated counties included a 
larger town. When those counties are eliminated from the average the differences 
are even more pronounced. The larger farm counties as a group declined by 2.0 
pprcpnt m population and had a very slip.ht incr^.-jse in number of businesses 
while the more rural amons; th*» small farm dominated counties exhibited larger 
increases in both population and businesses when the counties with larger towns 
ar«* omittt^d. 
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COMMUNITY ORPENDKNCE ON AGRICULTURE AND VICE VERSA 

Thp traditional view of the relationship between agriculture and conimunity 
stressed mutual dependence, with a?,riculture supplyinj? thfl economic base and 
the community supplying services in support of agriculture. In the past because 
there were more farms in all parts of the country, each having fewer and simpler 
needs, thn closest community was most often the locus of the off-farm support 
structure — the bank, cooOHrat ive , school, repair services, household goods, 
market outlets, etc. Most of the surrounding agriculture economy flowed 
through the community both ways — inputs coming to farms and outputs leaving 
farms — and in so doing it helped sustain the community economy. Rut recent 
rural trends and the changes in agriculture structure outlined above, contribute 
to a revision of chat view — but in different directions for small and for large 
farm regions. 

The more vigorous pattern of rural growth and expansion in small farm 
dominated regions supplies some explanation for the persistence, and even 
growth, in the number of small farms. Rural Industrialization and off-farm 
economic expansion in these regions have made it possible for small farms to 
survive, by becoming part-time farms, and by providing a source of supplementary 
farm family income. Thus in those regions, rather than the community being 
dependent for continued existence on farms, it appears that the reverse is 
more likely the case — the continued existence of these farms may be at least 
partially dependent on the viability of the off-farm economic base. Should 
the future include a decline in off-farm employment in some small farm dominated 
areas, it is reasonable to expect that there would be a decline in small farms 
in the area as well. 
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Conversely in larger farm regions, especially smaller conrnunities remain 
generally more economically dependent on agriculturft, in part becauae thrtro has 
been less diversification of the rural economy in those regions. Expectations 
are that continued farm consolidation, without a concomitant diversification 
in economic base, will continue to produce a downward multiplier on the conwunity, 
causing continued decline in population and comnunity based services (Flinn and 
Buttel, 1982). This has been happening for several decades especially in those 
regions currently dominated by large farms, in those regions expectations are 
that farms will continue to expand in size (Heady, 1980). 

But we offer the observation that many smaller communities surrounded by 
large farms, which are becoming larger, may be experiencing a form of double 
jeopardy. They may not only experience the effects of fewer farms, hut the 
very size of the farms themselves may contribute to a smaller portion of local 
farm economic transactions flowing through the closest community. Large farms 
have a large appetite for capital and production inputs as well as a need for 
often specialized markets. Consequently their requirements may exceed the 
capacity of the services and institutions of the nearest small towns. Thus 
many of the support needs of larger scale commercial agriculture do not flow 
through the local community economy. 

It appears therefore that large farms are increasingly becoming associated 
with a large farm support structure, many features of which are to be found 
in a multi-community or county region rather than being duplicated in every 
small farming community. Thus many smaller rorsnunit iea , In the midst of some 
of the more productive agricultural region.^, are finding themselves extensively 
by-passed by the capital intensive agriculture that surrounds them. 
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CONCLUSION 

We have attempted to show, thnt if theru ever were a general Izable 
relationship between agriculture and coramunlty, that events of recent years 
have rendered such generalizations obsolete. At a mlrifium region, size of 
farns, type of farm output and the extent of off-farta economic activity all 
producp differcint consequences for rural communiries. 

Given the requirement of brevity we have chosen to focus most attention 
on the Increasing stratification between the relatively small number of large 
commercial farms and the large number of remaining farms. They are located 
In different parts of the country, place different demands on their environment, 
and produce importantly different Implications for the communities they surround. 

In concentrating on small and large farms we have neglected a rich history 
of research on community organization associated with different kinds of 
farming. Different kinds of faros have different implications for the social 
class structure of communities (Goldschmidt , 1978), for community participation 
(Ueffernan, 1982) and on social values and attitudes (Flinn and Butcel, 1982) 
to mention but a few. But throughout much of the research on the relationship 
between agriculture and community the size of farms surrounding the community 
occupies a prominent place. When it comes to the effect on community one farn 
is not the same as another. 
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NATURAL RESOURCES AND AGRICULTURAL COMMIjNITIES 
Kenneth R. FappoU* 

AgrleaUare Is the large.c single aser of natural reaoarees. The ade- 
qoaoy of that nataral r«oar=e base, quantitatively and qualitatively . to 
sustain development of agrloaltaral production and rural =o«unltles In the 
decades ahead has been the subject of much discussion and speculation In 
recent years. In this paper. I explore two broadly Interrelated Issues In 
the context of the next decade or two. The first Is whether th, availability 
of natural resources will become a serious constraint to development of U.S. 
agrlcaltare, the second pertains to the quality of the natural environment as 
It relates to agriculture. Neither Is a new or novel l«ae. But each may 
pose critical public policy choices In the years ahead. 

NATURAL RESOURCE AVAILABILITY 

TO speculate on availability of natural resources and Its Implications 
for the future requires that we consider two broad. Interrelated sets of 
relationships - (D the demand for natural resources In both agricultural and 
non-grlcultural uses, and (2) the supply of those resources and technology 
mely to be available to complement or substitute for natural resources In 
agricultural production. Each Is complex and highly uncertain but, stripping 
a-ay the caveats, let me try to bring them Into brief, speculative perspec- 



.Director. Food and Agricultural Policy Program. Resources for the Future. 
Washington, D.C. 
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Ft rat , the demand for agrleaUaral prodacta themsolvoa and what that 
might Inply for fatare nataral resoarce needs (demand). 

On one aspect of the future there is a widely held consensus » even by 
economists — the prospective expansion in doaestio demand for food well into 
the 21st century, by itself, poses no major threat to the U.S. resource base. 
The combined effects of increases In U.S. population and economic growth 
suggest Increases In aggregate demand for food of slightly less than one 
percent annually by the year 2000. A heavily subsidized program to produce 
ethanol, of course, could add to domestic agricultural demand for resources. 
However, barring precipitous Increases in petroleum prices and assuming 
continuance of the general emphasis of current U.S. energy policy, the growth 
In commercial demand for agricultural commodities for ethanol production will 
be marginal at least to the year 2000. 

But if there Is general consensus on prospects for domestic demand, the 
same cannot be said for export demand. Projections of recent years in annual 
growth retes In exports range from 2.3 to 6.5 percent to the year 2000 from 
the relatively high levels of the 1970s. 

There are, however, several reasons to believe that the high rates of 
growth In U.S. exports In the 1970s will not be sustained even to the year 
2000. First Is the likelihood that price Increases which would attend such 
growth would dampen foreign demand and encourage production outside the 
United States. Second, some of the events of the 70s which triggered rapid 
expansion of U.S. exports may have represented cyclical or transitory, rather 
than long tern, shifts In export demand. And, there Is cautious, but growing 
optimism that the developing countries where much of the potential growth In 
food demand resides, will continue to enhance their own agricultural produc- 
tive capacity through a more appropriate mix of capital investments, research 
and development, and more foreslghted forms of public policy stimuli. 
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Bat, what aboat defoand for resoarces for nonagricaltural asea? Over the 
past docadcs, U,S, agrlcaltare has becomG increasingly Interdependent - 
economically, socially, politically - with other sectors of the U.S. and 
world societies. That interdependence can be expected to grow Into the 2l8t 
oentary and with It will come Increasing competition for nataral resources* 
On the margin, the valae of water and generally the valae of land in non- 
agrlcaltaral uses will continue to exceed its valae in agrlcaltare. Thas, 
where markets are operating unfettered and efficiently, agrlcaltare in many 
locations will be in a weak oompetltlve position for use of those resources 
in the 21st century as It Is now. Somewhat related is the likelihood of 
continued slippage in the political power of agriculture at the national 
level and in many states. By the 21st century, agriculture will find 
Increasing difficulty to obtain or even maintain "special Interest" policies 
for water, other resources, or for that matter, agrlcaltaral conoditles 
themselves* 

Clearly, further transfers of resources from agrlcult are will occur In 
the next two decades and beyond. In the case of water, the transfers could 
well be much larger than In the past two decades through expansion of the 
market for ground water rights and Institutional Interbasin transfers* 
However, the rate of conversion of agricultural land may de-^llne as a result 
of several factors. National population growth rates are slowing; the 
dramatic migration from metro to nonmetro areas In the 70s likely will slow; 
the rate of household formation likely will decline beginning In late 1980s; 
construction rates for new airports, water and highway transport systems, 
dams and reservoirs — all significant claimants upon cropland In the past-have 
already slowed. Reclslon or deferral of plans for construction of several 
major synfuel plants, have lowered projections of conversion of coal-and 
shale-endowed agricultural land in the next decade or two. 
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Sunning ap, competition and demand for reaoaroes will continue to 
Increase into the 21st century. However, the "demand-pull" thesis which 
ar.-Jerglrded the more extreme food-resource scarcity scenarios of the 1970s 
seema overstated In the context of current perspeotivos. Still we might 
expect as much as 20-25 million additional acres of agricultural land (8-10 
mllHon cropland) to be converted to nonagrlcultural uses by the year 2000, 
Considering that demand and the additional requirement? which might be needed 
to aoccnnodate domestic and export demand for agricultural coamodltloa, a 
pla»islble '•guesstimate" is that total additional demand for cropland might be 
35-50 million by the year 2000 from the current '♦cropland reserve" estimated 
to bo about 127 million acres. 

Does that mean rising real costs for both food and resources Intc the 
21st century? Tt is tempting to say yes. There Is only a finite amount of 
land and water available. But resource fixity is meaningful only in a 
physical context. Resource use Is determined by human choice and powerfully 
Influenced by social and economic criteria. Scarce resources are socially 
valuable resources. As a resource become scarcer and more socially valuable ^ 
users conserve that resourco by substituting other resources and by adopting 
resource-saving technologies and manageioent practices currently available or 
Induced by scarcity. This principle of substitution Is dramatically evident 
In the performance of U.S. agriculture In the past century. 

The availability and price of water and energy rather than land appear 
to be the more critical natural resource variables for agriculture through 
the remainder of the century, particularly in the West. In the absence of 
subsidized large Interbasln water transfers It seems clear that water will be 
Increaslrgly costly In the southern Great Plains with the possible result of 
forcing nonvorslon of substantial amounts of land from Irrigated to dry-land 
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farming ayatoffls. Tranafer of water from agrlcaltaro to moot demanda In 
growing urban centers In the West and Soathweat are likely to Indacc major 
adjastfflcnt3 In agrlcaltarc in thoac areas. Qaantif ication of Indian and 
Federal clalma to water of the Colorado River and other water sources In the 
West poae other potentially anaettllng lasaea for agriculture. And, It seems 
evident that there will be no large scale Federal Invoatment In the next 
decade or two In large scale water development projects. Pabllc policy for 
water in the West la moving from that of development of additional aapply to 
that of managing the Increaalngly more valuable current aapply. 

What seems likely to ensuo over the next aevcral decades Is a aeries of 
marginal agrlC'iltaral adjastmcnta to higher priced water--morQ efficient 
water application, rcjdaccd rates of application, shifts from lower to higher 
valued cropa, and ahlfta In "esouroc use and production patterna within and 



among reglona of the oountry. The potential to conserve water from such 
adjustments is substantial. For example, it Is estimated that current water 
application nf f Iclonc los of about 50 percent could be Increased bo 85 percent 
by changln>{ application tochnlq'ies — a 7^= percent gain. In the context of the 
West as a whole, the physloal requirements for water to meet projected urban 
and other nonagrlcultural jsoa to the year 2000 are small relative to the 
total q'Janhltles now used In agrlcult'ire. Nevertheless, the water Issue will 
he the noiroe of many difficult i controversial choices In the decades ahead. 
One of the major challcngos Is to develop more effective Institutions to 
rcdacn d L«^tort Ions caused by policies predicated upon the premises of an 
abm«1ant, low-prleed natural resource. 

Agricultural adjustments to the higher energy prices of the 19703 have 
already hecn sibstantlal --conservation In asg of enorgy-bascd products 
throifijh ^'inh technologies an mtntraum till, tntegratod pest management, etc. 
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Crosflon of PFF predicts that by the year 2010 as much as 50-60 percent of the 
nation's cropland might be farmed by means of conservation tillage. Although 
vulnorablo to any major Interruption of energy supplies, it appears that 
further moderate?, gradual Increasos In energy prices eould be accomodated in 
agrlcalture without major impacts on agricultural comunitlos or the nation's 
food S'lpply by the year 2000. 

Likewise the so-called cropland crisis of the 1970s seen in the light of 
the principle of resource substitution seems loss foreboding than popularly 
deplctod at that time. Although the annual net conversion of 875,000 acres 
of cropland in 1967-75 has been highly dramati' 1, It constituted only 
slightly more than one-tenth of one percent of the 540 million cropland base, 
^von If conversions were to continue at that rate, which seems unlikely for 
reasons T have InJloated, the cumulative losses to the year 2000 would be 
only 3-'i percent of the 5^0 million cropland base. Nevertheless, that 
cropland base Is a valuable national asset, the future use of which warrants 
oar careful attention. And, preoccupation with a single national leviii 
statistic can be misleading. All land Is not created equal! Soil charac- 
teristics differ and In combination with climate and management variables may 
have unique characteristics for production of high-valued crops. Thus, while 
the cropland base does not appear to be a physically or economically limiting 
factor to development of agriculture in the next decade or two, that should 
not suggest that actions to conserve It, maintain Its quality, or regulate 
its rational, economic aso at the local level are either Irrelevant or 
unnecessary. Indeed the issues and choices of land use planning to serve 
multiple demands are likely to be Increasingly important policy Issues at 
local levels In decades ahead. 
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With raspeot to the stock of reaoarea-savlng taohnology currently 
•vtUabl* or nicely to coaa "on-stream" In the next decade or two, •,cl8ntl9ts 
suggest that yields for major crops most probably could be increased 1)0-50 
p«peent by the year 2000 relative to current levels with technologies now 
available or readily available from the "shelf." Impressive gains In 
UvMtoek productivity are cited as possible within the next decade or two. 
And there are many who suggest that with additional Investment in basic 
research, major breakthroughs to enhance both crop and livestock yields ar« 
possible by the year 2000 or before. 

AGRICPLTU RE AWD QUALITY OF THE MATORAL CTVIRQUMENT 

The relationship of agriculture to quality of the natural environment 
posQS another set of Issues of growing Importance and controversy - issues 
which seem likely to pose several critical public policy choices m the next 
two decades. 

There are those who contend that the cur-ent "high-tech" agricultural 
production system is a major source of environmental degradation m the 
United States. Some contend that the system Is simply not sustainable in the 
long run as a result of us self-defeating tendency to Impair the quality of 
natural resources upon which it depends. An opposing view Is that teohnology 
and ImproYed aanagenent regimes are available or can be developed to ameli- 
orate If not eliminate, the worst of the environmental abuses attributed to 
"high-tech" production system. Further, contend such spokesmen, no alter- 
native practicable system is available unless we are prepared to pay much 
higher prices for food-life consists of a series of tradeoffs between that 
whloh Is optlnum and that whloh Is attainable. 
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Throe major problems compllcatG resolution of these Issues. First, Is 
that scientific evidence Is lacking In some respects on basic relationships 
Invol^fod in the controversy, e.g., the fate of pesticides after they leave 
the farmer's field. Second, Is the difficulty In valuation of the social 
costs of the environmental externalltles--soll erosion, sedimentation, 
salinity etc.— deriving from agricultural production. Third, Institutional 
mechanisms are not adequately developed to Internalize to agriculture the 
social costs of environmental degradation even If they could be accurately 
valoated, 

Crosson and Bruba'\<er, RFF, have published recently a comprehensive 
report on the subject of the resource and environmental effects of U.S. 
agriculture In which they speculate on such effects to the year 2010. Among 
the troublesome environmental problems associated with agricultural produc- 
tion - pesticide. Insecticide, herbicide pollution? eutrophlcatlon; salinity 
of soils and water - they conclude that the major threat to the nation's 
environment Is that of soil erosion through Its effects on water quality and 
potential productivity losses on agricultural cropland. 

Air pollution, which derives largely from sources external to agricul- 
ture, Is of growing concern not only because of Its Immediate effects on 
agricultural production In urban areas but because of Its potential longer 
run effects on the climate of the globe and upon life support systems In the 
form of "acid rain" and "greenhouse effects." Much additional scientific 
research Is required before reliable assessments of the Impacts of such 
pheonomena can be drawn. However, looking well Into the 21 at century, such 
Issues could readily become the source of Increasing social concern and 
require difficult public choice on a global basis. 
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Thus, the Issues surrounding agriculture and the quality of the natural 
environment are neither transitory nor ephemeral, Nor are solutions simple 
or absolute. Tt Is impossible to reduce the environmental risks of a 
••high-tech*' agriculture to zero: tradeoffs between food production and 
qoallty of the environment are required inevitably. By the 21st century, the 
choices will be more complex, more difficult, and more important to both 
agriculture and the remainder of society. 

SOME POLTCY ISSUES AND OPTtOWS 

The scenario T have depleted for agriculture and natural resources In 
the next decade or two Is based on cautious optimism of the capacity of the 
sector to adjust to what Is clearly an uncertain and potentially highly 
unstable economic environment. Tt may be that our best strategy Is to hope 
for the best but be prepared for something less! 

T see no Immutable Imperatives to suggest an approaching crisis In U,S, 
agriculture or In the availability of natural resources for future devel- 
opment of agriculture. Despite this optimism. It would be erroneous to 
oonclude that there Is no cause for concern about either, Complex, critical 
public policy Issues and cholcus will confront us. Generally, we will need 
to develop Institutions to encourage more efficient use and socially desir- 
able allocation of water. Policies and Institutions to guide rational, mo.^e 
orderly, and farslghted use of land will pose other choices not on the oasis 
of an Impending national cropland crlala but on the basis of long term needs 
to servo multiple uses and protect the quality of an Increasingly valuable 
resource. 

Some o^ the moat difficult and critical choices we will face turn not on 
the qwntlty of natural resources per se but on the quality of resources and 



129 



relations of agrlcalt arc to the natural onvlronraont Including thoso which 
Castle torma ••open access" resources which He outside the operation of 
coiwdrclal markets. We are not well prepared to address scientifically or 
quantitatively the tradeofi* terms between environmental quality and provision 
of food and fiber. The development of more coherent, Integrated, and con- 
Histent public policies Involving agriculture, natural resources, and the 
environment will require much greater attention and more diffictilt choices In 
the future than in the past. The need to target more closely agrlcultaral 
production adjustment and natural resource protection and conservation 
policies and programs to environmentally vulnerable areas is obvious. 

And there are critical choices to bo made with respect to Investments, 
public and private. In research to maintain or broaden our options in the use 
and conservation of natural resources and the environment. In the past, 
society has chosen to make substantial Investments In agricultural research 
even at times when current technology was contributing to current ecoromic 
surplus on the premise that those investments were a form of social Insurance 
against long term food and resource shortages. Will we continue to do 30? 
If 30, what strategies are most appropriate? Ef cropland and water will 
become Increasingly scarce economic resources for agricultural comnunltles 
are current ^ and D policies appropriately targeted and adequately funded to 
produce now or Improved land and water conserving technology? 

Finally, wo should bear In mind that the coats of adjustment In f-Jturo 
iise of natiral resources in agrlcult»ire will not be distributed equally among 
agrlc'iltural comojnlties nor among persons in any given community. Some 
agrtcult'iral oomnanUles stand to lose from higher-priced water, for example. 
Some may ^Jaln ^is a result of regional or Interregional adjustments. Tt 
follows tha^ because of uneven distribution of resources within corsnunlt ! es , 
the costs (and benefits) of adjustments In reso.irce aso will differ among 
Individuals in the coanunlty. Thus, public policies to assist in equitable 
adjustments amonf? ard within communities mjst not be overlooked In the design 
of national policies for agriculture and natural resources » 
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SUMMARY AND RECOMMENDATIONS 



xmnooucTZON 

Background 

Rural Aaarica la wondroualy divcrae. Sooe rural areaa ara changing 
rapidly, soaa ara not. Soaw ara burating at tha aaaaa with ntw 
ra8ida< ta; aoaw ara quiatly dying bacauaa thay hava baan foraaken by 
auccaading ganarationa o£ young ptopu. Saam rural araaa ara basking 
In proaparity, and thalr raaidanta anjoy aany o£ tha aaanltiaa o£ 
urban lifa; soaa rural araaa ramain raaota, isolatad, and lonaly 
placaa whosa rasidanta atruggla to maka anda meat in an opprassiva 
a^aphara of grinding povarty. Sowa ruxal areas ara bM:aning Bora 
and mora like urban areaa; othera are beconing icaa so. One can have 
a hot arguaent about whethet convergence or divergence is the nore 
iniportant trend for rural America, with compelling evidence on both 
sides I it all depends on the area and the traits that concern one 
■oat. Raglona differ in culture and hiatory. CosMinities range froa 
a lobater port in tUl- « to a akl resort In Colorado, to a lunber town 
in Idaho. There are alao siailaritlea, however, in Inatltutions and 
huun aapirations and interactions. Few generalizationa about rural 
America are valid, because any valid generalization would have to be 
so carefully hedged with qualifications that it could hardly be 
conaidered a generalization. 

Rural areaa will alwaya be diffsrent froa urban ar«aa, to aoae 
degree, becauae of apace and the coat of diatance, which lead to many 
of the advantages and diaadyantagea of rural areaa. Public and 
private institutions In rural areaa muat reapond differently to the 
problema and potentiala of open apace and few people. Many rural 
people have job linka with a natural resource base that deiunda 
extenaive area for ita effective uae, and the rhythm and atyla o£ 
rural life are often tied closely to natural eventa. For many 
reasons, nore rural than urban faniliaa are poor and live in 
substandard housing, and rural people suffer higher rates of chronic 
diseaaa, infant mortality, and other meaaurea of poor health (Deavers 
and Brown 1979) . 

We know a great deal about rural America, and the forces that are 
ahaping it, but we know too little. 'Where we are," "where we have 
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bt«n," and "how got here" are ell subject to dispute. The 
procedures used to collect end disseminate data about rural people and 
their problems have never been entirely satisfactory, and today they 
are increasingly obsolete. Current data practices emphasize a simple 
dichotosiy between rural and urban, or between metropolitan and 
non»etropolitanr but rural areas and people quite definitely are not a 
hosKsgeneous and undifferentiated residual of urban or metropolitan 
America. Current data continue to be more available for farming than 
for other economic activitieSf but farming is only one of many 
economic activities in rural areas today. The census of population is 
taken only once a decade, and census data are soon out of date in 
rural comnunities, as elsewherei but formulas for transferring federal 
and state funds to local governments, which have become an important 
source of revenue for rural governments, continue to use census data 
or crude estimates. Data on public and private economic activities in 
small areas are inadequate for evaluating the effects of governmental 
policies and programs on geographic patterns of devel^>i&ent« 
Society's ability to alleviate the problems of the needy, who are 
still disproportionately concentrated in rural areas, is handicapped 
by the lack of data on target populations, program recipients, and 
program effects. 



Discovering What Concerns Rural America 

The panel and its staff undertook a variety of activities to obtain 
information for the study. Staff members interviewed officials at the 
national level and panel members interviewed people involved in rural 
development in their hone states. A letter survey was mailed to more 
than 600 people, in a random sample of 465 counties, in'iruiring about 
rural development issues and data needs. Two workshops were convened 
to discuss the recommendations under consideration by the panel and to 
check the completeness of the list of data needs the panel had 
identifiedi the participants in the first workshop were regional 
(multistats) and state planners involved in rural development; the 
participants in the second workshop were representatives of rural 
interest groups. 



Intended Audience 

This report is intended primarily for policy makers and for decision 
makers who can initiate changes needed in information systems relevant 
to rural development. At the federal level, the Farmers Rome 
Administration in the Department of Agriculture, the sponsor of the 
study, is a key agency because of its financial resources and network 
of personnel at county, substate, state, and federal levels. The 
Fxonomic Development Administration in the Department of Comnerce and 
the Department of Housing and Urban Development also have major 
financial resources and sizable staffs. Another key network of people 
and programs is the Department of Agriculture's Cooperative Extension 
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S«rvic«» which concentrates on infontatlon dlsstsination and 
collection and aducatlon (rathar than on dallvary of phyilcal gooda 
and 8arvlc«s)t Thesa ara tha largar progranar but thara ara many 
othara at fadaral and atata lavala. At tha atata laval, thara ara 
atata rural davalopawnt coordinating conittaaa with rapraaantation 
f ro« kay aganciaa. Tha panal urgaa tha MAbara of thaaa ccmittaaa to 
aid in tha diaaaaiination of thia raport and in tha laplaiiantation of 
ita racoMandationa* 

Producara of data ara anothar important part of tha intandad 
audianca. Aganciaa at tha fadaral laval includa, but ara not limited 
to, Bureau of the Cenaua (Departnent of Comnerce) 9 Bureau of Labor 
Statiatica (Department of Labor) , Econonlca and Statiatica Service 
(Department of Agriculture)* aeveral agencies in the Department of 
Health and Human Services, and the National Center for Education 
Statiatica (Department of Education). We hope the atata rural 
development coordinating comnitteea will also distribute this report 
to appropriate producera of data at the state level. 

Another important sat of readers are elected officiala and their 
staffa at all levels of government. Providing timely and adequate 
resourcea is clearly crucial to improving the rural component of 
information systema. 

Finally, some uaers of rural data will find our extensive 
documentation of sources of information uaeful. This documentation 
waa an important and necessary part of our taak, and we are pleased to 
share the results. 



THE PROBLEM CALLED RURAL DEVELOPHEHT 

Improving the life of rural people is the major goal of rural 
development policy. Everyone agrees that society should strive to 
satisfy the basic physical needs of all people, which include enough 
food, clothing, and shelter for an active life and health care for 
preventable diseases and for curable illnesses. Other widely shared 
goala of development include better education, improved public 
services and community facilitiea, greater economic opportunity, and 
careful management of natural resources, especially nonrenewable 
resources. The pursuit of these specific development goals is 
influenced by two additional goals; an equitable distribution of 
opportunities, goods, and services, and self-determination at the 
comunity level. 

Diverse philosophies characterise the debate about an appropriate 
national policy for rural development. Por example, one view holds 
that the federal government should focus on human reaource and job 
development programs for people who are poor or unemployed. Another 
view focuses on area development directly increasing the economic 
activity in a rural area through Industrial, Infrastructure, or other 
development programs. A third view holds that a unified national 
rural developmant policy is neither politically feasible nor socially 
desirable because rural areas are too heterogeneous and because people 
want local self ^determination. 
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rti% p«n«l tak99 no position on the appropriate public policy for 
rural davelop«tnt* xha data concapta and proceduras for collacting 
data that tha panel racooyMnda will ba helpful to those who must 
aalact awng policies and will also aid in the inpleaantation of 
whatever national policy ia choaan* 

TWO important principlea eaerge frooi an examination of current 
rural developaMnt policyx rural dsvalopnent is an ill-defined 
problem; and rural developnant muat be part of total davelopnent. 



Rural Devslopawnti An XU-Definad Problem 

The factual <"what ia"), prescriptive ("what should be"), and 
operational ;":iow to gat fro« here to there") dimensions of rural 
development are all ill-defined. 

First, our knowledge of rural people and their environment is 
imperfect and incomplete. Rmgular collection of information about 
amall# aparaely aettled area a ia expenaive, and the dfita base for 
rural areaa oonaiata of annual atatiatica for large aggregationa of 
areaa with only occaaional banchmark data for census yeara for email 
areaa. The aggregated data are often misleading because rural areaa 
are ao heteroganaoua. Tha panel believea, although it cannot be 
proved, that the divaraity within rural society today exceeds that 
between rural and urban lifa. 

Second, tha preacriptive diaenaion of rural development is equally 
ill-defined bacaaaa of the hatsrogeneity of rural areas, the political 
fragmentation of riiral people, the diaagrsement among rural paople 
about growth and planning, and the lack of coordin^ition of 
governmental afforta on rural issues. 

Third, the operational aapacta of development policy are not well 
undaratood. Linkagaa between tha toola available to government and 
their effecta on the quality of lifa are well defined only when the 
chain of cauaation ia abort and direct. The indirect effects of 
programa probably are aignif icant in the aggregate, but causal chains 
and magnitudea are largely a mystmry. 

Ths panel waa charged to make recommendations, not about rural 
development policy and analyaia, but rather about improving tha 
atatistical foundationa for reaaarcb, policy analysis, and program 
implsmentation. We would be raaias, howsver, if we failed to 
recognise currant conditiona and to anticipate future directions that 
are relevant to planning. Rural devalopmtnt will remain an 
ill-4efined problem at tha faderal and atate levela for tha 
foreaaaabla future. Many individual rural coamiunitiaa will reach a 
oonaenaua about their problama and naeda, but thoaa local decisions 
will be different from community to community, they will receive only 
caaual and aporadic attention at atate and federal iavela, and they 
will not sum to a national policy in any conventional aanae. Federal 
and atate governments will continue to aarve apecific needs with 
specialised programa that are coordinated poorly if at all. 

Information ayatasa, if they are to be affective in auch a policy 
environment, wet be flexible and acceaaible at all levela of 




ERIC 



135 



gov«rnMnt« Tht h«t«rog«nelty of ar^at and changes of valuta and 
ballafa ovar tlaa daaand fltxibility. Local dacialon aakasra auat hava 
accaaa to dataf and to produotra of data* aa thay atruggla to aolva 
local problaaa whlla Mating tha dawinda of atata and fadaral 
raquiraBanta. PMaral and atata daclaldn makara miat hava data that 
ara coavarabla ovar Mny araaa In ordar to saka afflciant and 
aquitabla alloeatlona and to daalgn approprlata program. Although 
daciaiona auat alwaya ba Mda In aoaM dagraa of uncartalntyf currant 
inforaatlon ayatana muat ba Inprovad and augaantad to aaat tboaa data 
naada. 



Rural DavalopMntt Part of tba Hbola 

Vha Unltad SUtaa do«a not havaf and ahould not attaapt to davalopf a 
coaprahanalva "rural data baaa" or a *rural data ayataa* aaparata fro« 
tha Infonution ayataaa for othar aactora of tha population* Tha 
growing Intardapandanca of rural and urban paopla cauaaa tha problaaa 
of aach group to affact tha othar # and pollclaa daalgnad to naat tha 
naada of althar group will affact tha othar. Rural araaa do hava 
unlqua faaturaa* hoiMvar, aa i#all aa oonaldarabla dlvaralty^ and thara 
ara good raaaona to aak whathar rural raaldanta ara aarvad adaquataly 
by currant data ayataaa and Inatltutlonal arrangaaanta. 

Thasa two ralatad polnta Indlcata that tha panal had a difficult 
taak~a ravlaw of all data ayataaa for aecurata and aquitabla 
traataant of rural paopla and rural coaaunltlaa. Tha panal 
aatabllahad prior It laa In attaaptlng to aaka Ita taak aanagaabla, but 
It raaalnad awaaoaa avan whan It waa raatrlctad to aubjacta claarly 
and dlractly ralatad to tha quality of Ufa of rural paopla. 



RECOMMENDATIONS 

Tha craatlon of Inforaatlon ayataaa adaquata for tha naada of daclalon 
aakara daallng with rural davalopaant raqulraa a aultldlaanalonal 
atratagy. Gonvantlona and atandarda auat ba ad^tad In ordar to 
facllltata coonunlcatlon and mutual undaratandlng, but thaaa 
convantlona ahould allow oonaldarabla flaxlblllty. Zaprovaaanta ara 
naadad In acaa of tha baalc procaduraa for ganaratlng and raportlng 
data, which affact a nuabar of data aarlaa. Tha Inatltutlona linking 
data producara and data uaara auat ba atrangthan«d ao that aach group 
will undaratand tha problaaa and potantlala of tha othar. Finally, 
thara ara a faw apaclf Ic high priority naada for naw data collactlon 
Inatruaanta and* laprovaaant of axlatlng procaduraa. Our atratagy and 
racoonandatlona aaphaalxa tha davalopaant of tha aaaantlal 
Inatltutlona, atandarda, and aathodology rathar than naw, larga-acala 
data collactlona. Tha panal waa mindful of tha coat lapllcatlona of 
tha raconaandatlona and waa paralaonloua In racomaandlng tha 
collactlon of naw data. Hoat of tha racoaaandatlona can ba 
Implamantad at a ralatlvaly low coat. <Tha chaptar daalgnatlon 
following aach racomaMndatlon Indlcataa whara tha datallad dlaucaaion 
of tha racoanandatlon and undarlylng ratlonala can ba found.) 
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Oenvcntlons and Standards 

C©u0M_bulldinfl_bl«5ki Rurallty !• a •ultldlB.nslonal phanomenon 
.ndT:in9ll dlSlnlJlSTof rural 1. •".J''^"":., 
Thar* obvioua polar cxtraMS o£ urban and rural, but in the fuxiy 
liSaia 5re!S, a »ilua that it critical in tarmt of one criterion may 
have little or no eignificance in terM of otheti. There !• "<» c^*"' 
uni^.. and unuibiguou. concept of -rural", it i. a concept evolving 
out o£ e«perienee that, by consensus, is accepted as having .eaning 
but one that cannot be defined precisely. 

current reporting practices for rural data are highly variable and 
often frustrate rather than facilitate aggregation =°»P«i«°"»- 
Since no single definition of rural is feasible or ^ 
•hould be organiied in a building-blocK approach. The basic building 
bloeis of the data base should facilitate aggregation regardless of 
boTrur!! is dSined? The county is the .oat co-«nly used geographic 
unit for reporting eaall-area data. 

■.^^ndatior . &>untv Coding. The P«nel recowaends that 
federal and state data be recorded with a county code to permit 
tabulations for individual counties and groups of counties 
(Cbapter 2). 



Tbe iwiltiple programtie definition! of rural have diecouraged 
•Saluation. of the efftcts of ,ove;;n«nt.l activities on the 
aeograpbic distribution of gro»rth. The difficulties of MSregating 
dita and Mking oo^ri.ons between program, have frustrated the 



cJJrdination all^I^SMient of overall economic development policy. 
Although no single definition of rural -ould be appropriate 
purpoMS, varying legislative requirements and agency interpretations 
EvTcreited a great deal of confusion within the f^er.l government. 
Of courM aach agancy must administer its PJ»«'"-J^" 
with the imw, but at the very least its projects should be identified 
by a .jounty oode. It is esp^sially important for federal •9|»ncies 
•warding grants or contracts to include the county code in their 
cmoords. 

C ounty classification To make co^rieons and aasessments of the 
geographic impacts of programs, a co«on aggregation scheme for 
JSStiSs is nWled. A further distinction -"If?" 
Mr»Mm Mifchin oounties would be desirable. The Statistical Policy 
"iVisiS, in tS^Offi^ o"f Management and Budget should t.J^he lead 
•t the national level in initiating and coordinating development and 
in overaeeing implementation. 

ndation: Clas s ification Scheme for tlonmetropolitan 
te;i;;tUr "Tbe panel reoo— ends that a standard classification. 
of nonle tropolitan oounties relating to level f»>«"i««'i^'' 

an the spirit of the Hines et al. (1975) classification) be 
developed for use in program analysis and 

levelof government. If possible, the county classification 
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should be suppplMwntta by a distinction betMtn urban and 
rucal artas within countits (Chapttr 4). 

fdaral rolt Although many pro9raas and data systtas art 
approprlattly Itft to statt and local govtrnMntSr the us« of 
stai>dardl2td dtfinltlons and procedurts at statt and national Itvtls 
has distinct advantagts* Thm function of Mking coopariscns and 
aggregating statt data^ which is ntctSMry for iaprovtd understanding # 
can be performed effectively only at the federal level in a broad and 
continuing dialogue between users and producers of data at the locals 
state, and federal levels* The responsibility for coordination and 
standards at the federal level should be in the Statistical ^licy 
Division* 

Recoaaendatioftt Federal Role in Coordination and in Sett<n<i 
Standards * The panel recoonends that the federal governaent 
take a more active role in the coordination of statistical 
activities and in developing and promulgating coanon 
definitions and other statistical standards that are 
appropriate for implementation at the federal # state# and local 
levels (Chapter 4) , 

State role Statistical activities and standards Bu3t also be 
managed at the state level* States are solely responsible for many 
•tatistical programs, and state officials have a major interest in 
many other statistical activities in which the state shares 
responsibility for producing data with other levels of government or 
for which the state is a nujor user of data produced by other 
governmental levels. The panel believes that each state should have a 
program-neutral statistical coordinating agency with statewide 
responsibilities* Developing statistical standards is a consensus- 
building process that needs to be very open and to be managed in a way 
that recognises the many difficult decisions on use and production of 
data that must be made at each level of govenaent* 

Recowmendationt State Role in Coordination and in Setting 
Standards * The panel recomends that each state designate or 
develop an organization for managing the state's role in 
statistical ccx>rdlnatlon and in establishing and Implementing 
standards, if such an organisation does not now exist 
(Chapter 4) . 



Basic Procedures for Generating and Reporting Data 

Standard etatistlcal areas The difficulties of defining rural 
should not be allowed to result in inequitable treatment for rural 
people^ as may occur when rural is defined as the residual that 
remains after the delineation of urban* The quantity and quality of 
statistical Rveasures for the general population and for specific 
target groups should be comparable over rural and urban areas. 
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A •pacific ooncern of the P«nel !• that the 'balance of state" 
•tatittict often reported for nonaetropolltan areas are Inadequate. 
Standard Metropolitan etatietlcal areas (SMSAa) are used extensively 
for statistical purposes^ leaving other areas In a residual non-SMSAf 
or Donaetropolltanf category. Urban centers are designated as SHSAs 
when they exceed a population of 50*000^ and additions occur 
frequently. A coMon practice Is to coaplle and report data for 
states, 8MSAS, and a residual "balance of state." longitudinal 
coaparlsons are hindered by the frequent changes In the "balance of 
state" category that result froa the proliferation of 8NSA 
designations. Zn addition* the statistics generated and reported for 
non*SMSA areas often apply to very large aggregations of people. 

Procedures for obtaining* analysing* and repoitlng data should be 
developed to provide data for rural people and problems that are 
cooparable in scope and reliability to ttose for SMSAs. Designation 
of standard statistical areas (8SAs) enconpassing the entire 
geographic area of the nation would provide continuous r inclusive » and 
eysteaatic data based on boundaries that would be changed less 
frequently than the presently relaxed SMSA criteria. The SSAs would 
be delineated in cooperation with states* conforming where possible to 
eubstate planning and developnent distrlctSr but encompassing aore 
than one such distri^ct when necessary to seet the statistical 
celiability standards now used for SMSAs. Delineations would consider 
nodal and hosogeneous areas as used in designation of substate 
districts. The procedure would preserve the building-block approach 
for county data with appropriate urban orientation codes to facilitate 
analysis of county differences within rural SSAs as well as aaong 
rural and urban SSAs. Zf continued use of the label "SMSA" is deemed 
useful for an urban subset of the SSASr the rural SSAs could be 
labelled standard rural statistical areas (SRSAs) . 

Reco— endation: Standard Statistical Areas . The panel 
recosMnds that the Statistical Policy Division in the Office 
of Management and Budget develop and implement a system of 
standard statistical areas <an extension of the present set of 
SNSAs) to encooqpass the entire geographic area of the nation 
(Chapter 2). 

Small-area data The cost of surveys large enough to provide 
reliable direct estimates of desired measures for small local areas is 
prohibitive in many situations. Zn such situations it may be possible 
to use existing information to construct local area estimates. Some 
of the more promising statistical techniques are described in the 
panel's report <see Chapter 12 and Appendixes G and H) . The 1980 
census data provide a timely benchmarvc for evaluating and refining the 
Mthodology for making estimates and projections for small areas. The 
need for improved estimates is especially great for statistics that 
are used to allocate intergovernmental grants because the quality of 
those data i4 vital to program equity. 
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pantl recooMnd. that .tatt .nd federal agenclts give high 
priority to upgrading th« quality of amall-area .BtlLt.!.,^ 

<s;irt"r°"i';r'''°"'"'^ to .;ii'a%\%°;id":'" 

ProSSrail"J r! Tl ««Pon.nt. of federal health 

r.is":d:;:!Ji::tti;'i r siJi'j^^jir "rr- 
p f rc'ie-aT- ^i:^^^:^ — 

S SalJr!^''!! "!!*^" " " i"<*i«tor of medical need. More 
h^-iVh coneeneui on an acceptable definition of 

health .ervice ecarcity and to i«>late and coabine the various 
indicatore of this important rural problem. 

Recotaaendation. MMipur., of He«l»h servle« St,»rri^y . The 
^H'L't!^"^' that auch Public Health Service agencies as 
the Health Resources Administration and the Health Services 

n 'tiorir."r^s' ^° ''•^'•loP^nt':f"a 

definition of health servi..:' scarcity and to research on 
Masures of this concept {Chapter 7) . 

comlrffrr^ Education is an important factor in individual and 
community development. The financing and organliation of schools .re 
IJudJnts'r:" ■ °f Sovernmentl. The iL denlJtj'jf"* 

m^TM rural areas affects school organijation. Despite these 
S^JT-m"' .'"^ wll-lcnown facts, the National Center for LucaJi" 



»tL»D J I --—">■- on a rurai-uroan spectrum. A first 

step to improving data on education would be to code school di.trl^^. 

r«CL!!;SJ~;:!^ classification scheme for non^etS^^Utl^'cJunt 
recoooended above. A more refined alternative would be h-..^^^ !! 
s se Of the largest place in the school d"trrct^""it1mateiy 
Classification of school, on a rural-urban spectrum wouW be desirable. 

Reconaendationi Rurai-tirs ^ n Cod,, for school District,, nt 

5;;; lcrs°rrJcoM:J "'nV ^^c-tlon of scJLl 

oistrlcts b« recorded with all school district data (pupil, 
personnel, curriculum, finance, and facilities) to facilitate 
IT^tIc^^" of re«,urces available to rural and urban school 
districts. The National Center for Education Statistics Is tfw 
!rK!°r of °'9anlMtion to implement this recommendation 

«laS^T^ ''^"^ emphasised the Umitatlons of federal and 

th! !n^fJ%"'? i"-PPl cations to problem definition and solution It 
the local level. A desirable information network foe rural 
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dtvtlocMnt coiild not campUf and adtquate without primary data 
colltctad at tha local laval to »aat local objactlvea. At that laval i 
axpraaalona of goalai aaplratlona, attltudea, and paicaived problems 
can ba generated. Many atatea and co»unltlea have been 
vlth practical and Inejqpenalve aethoda for generating such data. 



nirnirrT^^' Q^tharing. The panel reco^nda 

that tbe Paraara Boaie Adalnlatratlon encourage local efforts to 
generate caral davalopiMnt data for local purposes. To this 
end, the panel recowends that existing efforts at the local 
level be surveyed and that particularly Innovative and useful 
exaaples be widely dlssealnatad (Chapter 12). 

Diatrlbutlonai statistics Progreas toward maatlng develop^nt 
goals often entails Identifying partlcuUr groups of the popuUtlom 
Maaurlng their welfare, and meeting their special needs. Public 
opinion has shifted fro* a general faith In the goodness of aggregate 
growth to »ore aophlstlcated concerna for the quality of growth* 
including the question of who gains and who loses. Numerous act, on 
prograaa targeted for specific groups of the population have been a 
response to dlstrlbuclonal goals and values. 

The reporting of data has not kept pace with the Increasing 
coflBltaant of society to distributional concerns and prograaa. 
Tabulations too often reflect the outdated view that aggregate or 
average Masures for an entire population are sufficient aeaauraa of 
prograaa. There la potential for Improved practlcea becauae 
Gomwterlsed data bases can be structured so that dlatrlbutlonal 
Information may be easily extracted # subject to limitations of amall 
sample else and requirements of confidentiality. 

Recosaiandationt Distributional Meaiures . The panel recocamends 
that government agencies Include additional frequency 
distributions or measures of dispersion In presenting data# 
especially for Income* wages, housl-ig quality, health, and the 
adequacy of public services (Chapter 12). 

Inatltutlonal Llnkagea 

The panel's review of the current stat.^atlcal actlvltlea for rural 
development reveals a pressing need for better coMunlcatlon linkages 
among the parts. In fact, the llnkagea and coordinating Institutions 
are either missing or so poorly developed that the term -InformaMon 
systra* Is not even appropriate. The recent conclusion of the 
Advisory Coawlsslon on Intergovernmental Relations that -contemporary 
federalism la In serious disarray' (Beam 1980x6) appllea to rural 
development with particular force. Some settled order of compatible 
roles and of linking declalon Inatltutlons must prevail from local 
through federal levels of government before one can specify a coherent 
rural development policy data baae. 
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state statistical s ervice ctnf r» The ideal information cystea for 
development policy, rural and urban, should recogniie the 
conplementary roles of local, substate, state, and federal 
governments. The system should facilitate coonunication of data needs 
from users to producers of data and of information on potential 
effective uses of existing data from producers to users. At the local 
and state level the system should facilitate comparisons and linkages 
among data sets. The system should not, be designed and administered 
solely as a means of disseminating data from producers to users of 
data, without an effective two-way linkage of users and producers of 
data, maintaining policy relevance in information systems is 
impossible, and statistical resources will not be used efficiently. 

Recommendation I State Statistical Service Centers . The panel 
recoonends that each state develop or designate a lead 
institution (or institutions) in the state to facilitate local 
government access to^>irtate and federal statistical information, 
if no such institution currently exists. The panel further 
recommends that the federal government encourage use of the 
statistical service centers by providing general financial 
assistance and, in addition, that federal program agencies fund 
the centers to maintain the local and state data bases 
necessary for application to their programs (Chapter 4). 

No confidential information, only publicly available statistical 
aggregates, would be maintained hy these centers. The centers should 
provide information on statistical data, sources, prepare tabulations 
on request, and provide other appropriate services. Some states nay 
wish to place in the center the responsibilities for statistical 
coordination and standardization that we recomended above. The 
center itself should not produce statistics, because doing so might 
generate bureaucratic conflicts in the statistical system. We note 
that some states have already established statistical service centers. 

State statistical service centers would focus the demand for new 
data and together would have the political leverage necessary to 
ensure a response from the federal statistical system. The necessity 
for such institutions to communicate state and local data needs is 
underlined by the administration's failure to provide planning money 
for the mid-decade census authorized by Congress. A mid-decade census 
is critical for major improvements in state and local data. During a 
workshop at the National Rural Center, a member of President Carter*s 
White House staff indicated that they were surprised by the lack of 
support for the mid-decade census. Hs added that the administration 
probably would not have withheld planning funds for a mid-decade 
census in fiscal year 1981 if, for example, the National Governors' 
Association had supported the idea of such a census. 

Representation and data for users One way to ensure that the 
inteceata of local and regional users are considered in planning 
federal statistical prograrak^ is to invite them to serve on the various 
advisory committees. The ieral governm<»nt should provide supporting 
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Mtvlctfl to th« Inforaation n«tvork «nd should serve as a central 
contact point and guide for those seeking information. 

MacQ— ndationi Representation on Advisory Coamittees . The 
panel recooMnds increased representation of local and regional 
ueers of information on federal statistical advisory conmittces 
(Chapter 4) . 

RiCO— e*^ationi Federal Inforaation Locator System * The panel 
recosMnds that the Federal Information Locator System (FILS) 
be developed as rapidly as possible with an expanded mission to 
provide public access to federal data sources (Chapter 4) • 

rtim FXI3 is presently designed to serve the process of Internal 
federal government forms clearance r not user needs* so additional 
information on data characteristics would have to be added to FILS. 
Before Tll£ could be of substantial value to users, several user 
services would also have to be developed. These user services should 
include, but not be limited to, serving as a central contact point for 
information on data availability and sources, preparing annual guides 
to federal statistical sources, and maintaining a computerixed 
bibliography of major regional and local data collection efforts. If 
th€ Office of Management and Budget, which operates FILS, is not 
conmidered the appropriate location for such a data user service, it 
could be located elsewhere as long as an interactive computer link to 
FILS is provided; to do otherwise %fOuld lead to major duplication of. 
partially identical files. 

statistical training There is generally a low level of statistical 
training at the local level, although there are notable exceptions. A 
constructive activity for agencies at the federal and state level 
would be provision of statistical assistance to local agencies. An 
attempt should be made to develop in nontechnical language the 
statistical tools most needed for exploitation of existing data 
bam«s. Sources of data could be identified and explained. In 
addition, it may be possible to develop manuals focused on sampling 
methods and questionnaire design for use in collection of certain 
kinds of local data. 

Recoesaendationt Manuals on Acquisition and A nalvslB of Data. 
The pmnel recommends that the Statistical Policy Division 
initiate and coordinate the development of manuals to assist 
local officials and planners in the acquisition and analysis of 
data (Chapters 9 and 12). 

Data for grant applications Documenting need in grant applications 
is one of the major uses of data at the local level. Local 
governments rely heavily on generalists and have limited capacity to 
handle the myriad requirements and expectations of state and federal 
agencies. The burden on local units could be lightened by better 
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coordination at stat^ and f«d«ral l«v«la. Thla could b« tff«cted by 
l«ad«rahlp froo th« Statistical R>llcy Division. 

R»co— ndatlont Sta ndardlisd Data R^quaata , Tha panal 
rtcoMMnda that application and reporting foru raqulrtd by 
fad«ral and aUta aganclaa b« atandardltad to tha axtant 
poaalbla and that tha Instruction abaat provlda rafarancaa to 
data sourcaa whan tha fors raqulraa data froa fadaral 
atatlatical publications (Chaptar 4). 



Ulgh-Prlorlty, Spaclflc Data Baeaa 

Wid"dacada cansus Tha 1980 cansus data, which will bacoM 
avallabla during 1981, will «Mt luny data naada. Tha 1980 canaua, 
howavar, will ahow how quickly auch data bacoM obaolata and aay wall 
alao ahow how aatlaataa basad on tha 1970 canaua In aany Inatancaa 
wara not aarvlcaabla during tha laat yaara of tha 1970a. Thara la 
•vary raaaon to ballava that changaa In tha 1980a will ba rapid and 
that rallanca on tha 1980 canaua In tha lattar part of tha 1980a will 
ba vary alalaadlng. Ona solution Is to ba found In tha propoaal for a 
■Id-dacada canaua, aa provldad by law. Tha panal racognlsaa that It 
la unllkaly that a ald-dacada canaua could ba conductad in 1985 
baeauaa of tha lack of planning appropriation a In tha budgata for 
f lacal 1981 and flacal 1982. Tha auccaaa of all major aUtlatlcal 
coUactlona raqulraa caraful advanca planning, but aapaclally In thla 
caaa, al.ica tha activity will althar ba tha flrat ald-dacada canaua or 
tha largaat saopl* aurvay attaaptad In this country. 

RacoMandatlont Mld -Dacada Canaua . Tha panal racoaoMnda that 
tha ald-dacada canaua of population and housing ba IsplaMntad 
at tha aarllaat poaalbla data— In 1985 If posslbla— aa raqulrad 
by tha 1976 lagialatlon. If tha nld-dacada affort takaa tha 
fora of a larga aaapla aurvay rathar than a codiplata count, tha 
panal furthar ra c oi s nda that tha aaapla ba larga anougb to 
paralt dlract aatlaataa or good ragraaalon aatlMtaa for all 
countloa, tha baalc building blocka of tha data ayataa (Chaptar 



Fadaral outlayy Tha annual raporta by tha CoHuinlty Sarvlcaa 
AdMinlatratlon (CSA) about fadaral outlaya by prcgran and county ara a 
valuabla aourca of Information about fadaral Influancaa on tha 
gaographlc dlatrlbutlon of davalopmant. Tha fadaral ouul^yj data can 
aoMtlaaa ba usad In coaa>lnatlon with othar data to avaluata apaclflc 
prograaa. Tha principal problaa with thaaa data la thalr unavan 
quality. Soma aganclaa glva low priority to producing high-quality 
aatlaataa for CSA. Hajor problaaa ara tha fallura to raport 
subcontracta lat by privata f Iraa with prlaa contracta and granta and 
tha failure to report transfara by stataa to local govarnaantal 
units. Soma of tha proration procaduraa uaad In tha abaanca of dlract 
aatlaataa ara vary croda. 
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Pfi iiMinlir ion^ MmzMl Outlavt * Tht p«n#l rtcoMtnds that in 
reporting federal outlayi datar tht program agtncitir in 
cooperation with the Office of Management and Budget and the 
OoMunity Secvicea Adainiatration, aake a greater effort to 
improve the quality and geographic detail of the data and to 
provide uaera with information on the quality and limitationa 
of the varioua coaponenta of the report (Chapter 10)* 

ftirvev of ineo— and program parti cipation «ie aurvey of income 
and" program participation (SIPP) ia a promiaing endeavor. Individual 
agencies collect data on their clients to meet legal requirements and 
for internal administration, ttey typically do not collect information 
on their clients* use of other programsf nor do action agencies 
necessarily have good data on the nuater end type of potential clienta 
that do not avail themaelves of the services of the agency. Also, the 
data collected by a particular agency fro« its. own clients nre not 
necessarily of the type required by planners charged with coordinating 
a nuMr of agencies or developing new programs. 

Recommendation I Survey of Income and Progr am Participation, 
•ttie panel recommends that the survey of income and program 
participation be expanded to include samples of clienta of 
rural development programs and rural clients of general 
programa. The panel recommends that agencies with rural 
development responsibilities provide the funding for the cost 
of the additional samples (Chapter 12) . 

Underemployment index Unemployment rates reported for rural areas, 
eapecially those that are economically depressed, are an inadequate 
measure of the underuse of human resources (Nilsen 1979, Tweeten 1978) 
because! potential workers who are relatively iwobile become 
diacouraged and do not seek work when local Job opportuultiea are 
chronically lacking i the costs of additional active search for Joba 
exceed gains more quickly in rural areas with few employers than in 
urban areas with many employers; underemployed seasonal workera and 
aelf-employed workers are often classified aa employed when urban 
criteria are applied in rural areasi and relatively few Joba in rural 
areas are covered by unemployment compensation. 

The failure of unemployment rates to meaaure the underuse of human 
resources can be costly for rural areaa becauae government allocations 
to areas are increasingly tied to atatiatical formulas. In 1976, for 
example, acme 116 billion in federal funda waa allocated according to 
criteria of employment or unea^loyment (Norwood 1977). 

k preferable measure of underutilised labor in rural areaa ia 
underemployment. Undere^loyment ia meaaured aa the difference 
between the output of individuals in a given area and what they would 
produce if they were as productive aa workera in the nation with 
similar age, education, end training; it includea, but ia not confined 
to, unemployment. Although aeveral procedures and formulaa have been 
proposed to measure underemployment (for a review aee Tweeten 1978), 
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«n ln-d«pth study Is nMdsd to ascertain whsthar currsnt data and 
concapts ara adaquata to construct a usaful aaasura* 

mwosBwnda tioni OndarfPlovaant Inda« > Ttia panal racoaMnds 
that tha Statistical Folicy Division of tha Offica of 
Managaaant and Budgat astablish an intaragancy coonittaa to 
guida tha concaptual raaaarch for and tna davalopa^nt of an 
undaraaployaant indax for countias on a pariodic basis. Tha 
panal furthar raco« lands that tha Buraau of Labor Statistics 
fund tba raaaarch and assuaa tha rasponaibility for 
iaplananting tha procaduras upon tha covplation of tha 
methodological study (Chaptar 10) • 

Rural coat-of-livina indax Maaningful coaipariaons of tha aconoaic 
wall-baing of coaiunitias^ ragiona# and progras targat groupa raquira 
that wagaa* salariasi inoom, nat Mrth* transfarSr outlays* taxaa, 
and othar dollar indicators ba axprassad in coaparabla units* Data 
aariaa oftan ara deflated for tha cost-of-living differences of 
regions and aactorsi but they cannot ba adjusted for urban-rural 
differences bacause wa have no good aeasure of these differences. 

Rural cost-of-living data should identify differences between rural 
areaa in different parts of tha nation and batwaen urban and rural 
areaa in each region. These differences probably would change only 
alowlyt and an annual updating for banchaarlc purposes would ba 
adequate. Month-to-aonth adjustSMnts could ba baaed on changes in tba 
urban conauaar price index. A recent study by the Urban Institute 
(Hblden et al. 1979) is a useful starting point for developing a 
maaaure of regional coat-of-living differentials. 

RecoBBaandationi Rural Coat-of-LivliK Index . The panel 
recomaends that the Buraau of Labor Statistics provide an 
annual index of cost-of-living differentials between ea^h of 
eight to ten rural areaa and aelected urban areas (Chapter 10) . 



A Word on Costa 

Tha panal considered aatimating the financial and staff resources th^.t 
would ba required to ifflplenent ita cecotanendationa. Such estimates 
would force the panel to be fiscally responaible in ita 
recoomndationa; in addition^ since many of the reconrnendations entail 
relatively low coata^ aaking thia fact known to decision makers might 
haatan inpleaantation of tha recoaaandationa. HoMver* there are 
several arguaenta againat providing coat eatiautea. Pirate an 
catiaate aade today might ba unrealistic at a future date whan an 
agency conaidera implementation of a recoaaendacion and thua might be 
a barrier to implementation. Second^ the panel waa coaposed largely 
of univeraity faculty nembera who are inexperienced in astimatinci the 
costs of federal and state statistical activitiea. The panel might 
have requested the federal agenciea designated to implement some of 
the recomraendations to make cost estimates^ but it waa conaidered 
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unlikely that tb«y would bt willing to devot« the staff tim% unless 
the recoeMnded activity were already on the planning horiion* hlBo, 
cost estlMtes for recoiwiendations for changing organisational 
structures in the states could be expected to vary widely aaong 
states* rinally^ the contract for the study did not call for cost 
estiaates. On the basis of these arguaentSf the panel decided against 
■aking estiaates of the resources required to iapleMnt the 
reccwendations* 



DATA GAPS 

The panel has aade recommendations above to fill the five data gaps 
identified as most important for rural development policy. Chapter 2 
and each chapter devoted to a specific substantive topic (Chapters 
5*11) have a detailed list of additional data gaps. The breadth of 
rural development policy and the heterogeneity of rural ooaunities 
are mirrored in the wide array of specific data gaps compiled by the 
panel in its work. If our recommendations concerning general 
procedures and other institutional matters are ioplementedr many of 
the specific data listed in the chapters would become available^ some 
through new surveys and others because data collection and tabulation 
would be facilitated by the new standard definitions and codes. Some 
data would also be collected and published because new organisational 
structures^ such as state statistical service centers, would focus the 
demand for new data and would have the political leverage necessary to 
ensure a response from the federal statistical system. 

Although the panel has recommended only a few new data bases , we 
consider the following data gaps, selected from the more inclusive 
lists in each chapter , to be high-priority items for statistical 
agencies to considers 

Data Gapt Direct measurement and indirect estimation of migration 
flows into and out of small areas. 

The inadequacy of migration data is probably the weakest link in 
making population estimates and projections for local areas^ While 
births and deaths are known from registration data# data are lacking 
about the people who have moved into or out of an area. Migration 
affects both the number of people and their characteristics and is a 
major factor in population change in most areas. For example, 
migration of the elderly is thought to have contributed to recent 
population growth in several rural counties. 

Data GaP! Data on schooling for the appropriate jurisdictional 
level, especially data on outputs, e.g., retention (or dropout) 
rates, age-grade retardation, incidence of post-secondary 
schooling, and educational attainment. 

Public schools usually represent the largest category of public 
investment in rural communities/ and schools are an important agency 
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hL!^i*\!I"f ecou^ilc dev«lopMnt. Ih«r« 1. UttU •vld.nc.. 
how«v«r, that tducatlon pUnntri hav* much InforMtlon about public 
education and its eCfacts. fuoiic 

Data G^p t Meaauraatnt of aultlpla jib holding and tha tabulation 
of tha .aployiMnt of all fa«lly ...bara In f Jlly unlta. 

* ^T^*" "l"io"«hlP batwtan fa.llla. and aaployoant 
act Ivltlaa, Which aay hava laportant lapUcation. for rural labor 
Mricata. For axaapla, a atudy of ona rural araa found that labor 
o^th.•S;IL^K^^^' of houaahoW «..b.r. «a. an Important d.termlnant 
?f.^!/i% ".1^"" °' '""^ lncoi»a. Available data hava only 
limited Information on employment by family compoaltlon and on 

tilLirJio^f ^IH^^ by Irjdlvlduala. Oealgnlng the neceaaary data 
tabulationa would be a difficult but valuable activity. 

24ta_Gafii Annual Internal Revenue Service data on adjuated groam 
IncoM by county of raaldenee. maj^m^ma groam 

^^'»^L^!f*l°"•"K°' "^""^^^^ conatruct, annual e.tlmate. 

of peraonal Income by county, Ita definition of personal Income 
differa from the IRS'a definition of adjuated groaa Income. 
Information on adjusted groaa Income la especially useful for 
analysing the effecta of federal flacal declalon. on »aaU areas. The 
data would be «,re valuable If it were available on an annual baala 
rather than only In aelected yeara. 

efitLSa£i Oounty data on acceaa to health care varlablea, 
Including ability to pay. 

Access Is an Important but complex topic In any dlecueslon of rural 
health care. Access to health care can be meaaured by aaaeaalng 
varloua deterrenta to acceaa such aa lack of knowledge, flnancea, 
geography, tlmellneaa, and soclocultural acceptability. Soaw atudies 
using national data seta have found that rural people are 
disadvantaged with regard to accesa to health care. However, more 
refined data, such as tboae at the county level, are needed in order 
to analyse, compare, and combine the varloua indicatora of acceaa. 

Data Ga^; use and impact of housing subsidy programs foe 
low-income and other groups. 

Rural areas have a disproportionate share of houaing faila to 

Trsll «°"Pj«f 't-ndarda of quality, but they have few .avinga and 
loan institutions for financing new conatruction. The .fore, federal 
houaing aubsidy programa, eapecially thoae of PmHA, are particularly 
Important. The targeting of those programs to low-inoo-e and minority 
people is a priority, and data are needed in order to determine 
whether this la happening. 



. i 5 O 



ERIC 



148 



Data Gap i National data on perceptions of both factual and value 



Rural developMnt goals includt such various things as meeting basic 
huaan needsi econosiic securityi educationi natural resource 
proteption, and equity. Information on the disparity between these 
goals and reality, as perceived by rural people, is useful to policy 
aakers. Nhile local coonunity surveys about values and perceptions of 
issues have been used in setting local priorities, such surveys at the 
national level vould be able to clarify broad trade-offs, establish 
targets and Measure progress* 

These data gaps deserve the serious attention of appropriate 
agencies. In soaie cases aodification of existing collections might 
seet the need. In others sore effort would be required. In the 
absence of a coordinated set of policy institutions, the panel finds 
it difficult to establish priorities for filling these data gaps. 
Bach itea on the listr however, is directed at an inportant facet of 
isiproving the quality of life of rural people. 



CONCLUSION 

Rural development policy and the data needs for it are ill-defined. 
Tbday only pieces are known or even knowable. The precondition for 
greater coherence is a acre integrated and coordinated set of 
institutions to support policy auiking and its data base. The panel 
has addressed this problea within the scope of its mandate and 
knowledge. It is not the province of the panel to say what rural 
policies and policy-making institutions should exist. Rather, we have 
considered the statistical institutions and linkages needed to support 
coherent policy making. Ne have identified new and modified 
statistical conventions and standards chat are needed, and we have 
also recommended new or changed procedures for producing and reporting 
data on rural America. Ne have also recommended high-priority, 
specific data bases. 

Rural America is in passage. Its future is unknown. Its people 
are growing in nwbers and diversity. A aore complex economic and 
social fabric creates many opportunities and dangers about which 
decisions must be made. Nany of these decisions are of inroense 
significance not only for rural areas and rural life but for all 
America. Improving the data base for such decisions is imperative. 
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FARM STRUCTURE AND THE QUALITY OP LIFE IN AGRICULTURAL COMMUNITIES! 
A REVIEW OF LITERATURE AND A LOOK TOWARD THE FUTURE 



Frederick H. Buttel* 



IHTRODUCTION 

Ic is paradoxical and discouraging to note that there has been a tendency 
for agricultural issucc — for example, agricultural resource degradation, the 
consequences of public agricultural research, equity aspects of agricultural 
policy, socioeconomic aspects of mechanization, the loss of prime agricultural 
land, the demise of the "family farm"-- to fail to reach the public agenda until 
a p'«int at which many of their socioeconomic consequences are a f ai t_ accowpl i . 
Much the same can be said for the issue of the interrelations between firm 
structure and the quality of life in agricultural communities. Hassive and 
largely irreversible changes in farm structure and the structure of agricultural 
cownunities have already occurred by the early 1980s. I do not wish to argue 
that because these major changes have proceeded so far that there is no 
justification or room for creative scholarship and public policy; rather, I 
make this observation as a comment on the historical state of our agricultural 
social sciences (mainly agricultural economics and rural sociology) and as a 
plea for social scientists and public officials to be more questioning and 
forward-looking than they have been in the past 

* Assoc i.itp Professor in the Department of Rural Sociology and Program on 
Sciu'KC, Technology and Societv, Cornell University. 
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I will begin ray remarks on the question of farm structure and its 
relationships with the well-being of agricultural cotwnunities by making what 
will appear to be two contradictory arguments. On one hand, there exists a 
relatively convincing body of research indicating substantial interrelations 
between agricultural structure, and coramunity structure and quality of life, 
This research is sufficiently solid and consistent so as to justify a most 
crucial conclusion: Larger-than- fanii I y 1^/ tends to be associated with adverse 
social and economic conditions in agricultural conmuni t ies , 2/ On the other 
hand, our empirical knowledge is only partially adequate to serve as a basis 
for public policy; in particular, the social science coirounity would find it 
problematic to specify concretely the gains in the quality of life of 
agricultural communities that would result from restraining or reversing the 
growth of larger-than-family farms, The explanation of the apparent 
contradiction is as follows: The research methods employed in the multiple 
studies that converge on the conclusion that large-scale agriculture or larger- 
-than-family farming is associated with adverse community socioeconomic 



ly t use tho term "larger-than-family" broadly to encompass those farms 
in which the majority of the labor is hired (rather than family) labor. This 
category would include large-scale family proprietorships as well as absentee- 
owned, "industrial'' farms of the type that predominate in major regions of 
California, the southwestern states, and Florida. It should be kept in mind 
that these large family proprietorships, while generally smaller than industrial 
farms, are predominant among larger-than-family farms, especially in numbers 
but also in the proportion of U.S. farm sales they account for. Using 1978 
Census of Agriculture data for farms with annual sales of $200,000 or more as 
a rough proxy for larger-than-family farms, these farms represent roughly 3.3 
percent of all farms and account for about 44 percent of gross sales. The 
growing prevalence of these farms basftd on hired labor can be gauged by data 
recently r^^ported by Smith and Coltrane (1981). These data indicated that 
the percentage of farm labor that was hired increased substantially over the 
19708. In 1972, only 26 percent of farm labor was hired, but this figure had 
increased to 33 percent by 1980 (Smith and Coltrane, 1981: 3 ), 

2/ The relevant research literature consists of roughly 15 separate 
studies. Citations and rtwiews of these studips can be found in 3uttel 
(1982). Plinn and Buttel (1980). Heffern^n (1982), and Sonka (1980). 
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conditions have been adequate to identify the dire ct ion of the statistical 
association, but have been limited in understanding the strength of and the 
processe s that underlie the relationship. The theoretical and methodological 
Uaitations of this literature and their ifflplications for future research and 
policy will accordingly receive primary attention in this psper. First, 
however, I will sunnarize the dominant thrust of the research literature in 
question . 

The research literature on farm structure and quality of life in 
agricultural communities has generally revolved around the following 
conclusions relating to the impacts of larger-than-family farming and large- 
scale agriculture. Large-scale agriculture has been found to be associated 
with (I) high proportions of the community population at or below the poverty 
level, (2) low levels of community service availability, (3) low community 
cohesiveness (e.g., lack of participation in community organisations), and 
(4) a low number and diversity of retail sales outlets. Several interrelated 
mechanisms have been identified as leading to these adverse community 
socioeconomic conditions. First, a high degree of mechanization and absentee 
ownership, which generally characteriae large-scale agriculute, have been found 
Co result in disproportionate decreases in the size of the farm population and 
in disproprotionate changes in the composition of Che farm workforce (chiefly, 
a higher prevalence of agricultural wage labor than prevails in communities in 
which large-scale agriculture is not predominant). Second, size of the farm 
population has been found to be positively correlated with the number of retail 
businesses, the volume of retail sales, and the level of tax revenues. Thus, 
large-scale, larger-than-family agriculture, by virtue of its tendency to 
lead to a amall farts population, is associated with low levels of cofinunity 
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business activity and public revenues. Third, the prevalence of agricultural 
w^ge labor has been found to be inversely correlated with the level of coimunity 
business activity and with the level of community social participation. Fourth, 
larger-than-f amily farming has been found to affect patterns of input 
purchasing; the proportion of inputs purchased in the community of residence 
is lower than in "'family farming" communities, resulting in the transfer of 
multipliers outside of the local agricultural community. 

These unambiguous findings would appear to be a clear guide for public 
policy: Agricultural and related policies that would restrain or reverse the 
expansion of larger-than-f amily farms would, all other things being equal, 
enhance service delivery, employment, income, retail access, and the quality 
of life in agricultural cormuni t ics . Unfortunately, as I will expand upon 
below, the character of the research that has been conducted has been inadequate 
to specify either the level or the spatial distribution of the gains that would 
be experienced by agricultural communities, Moreover, it is unclear whether 
all other things would be equal. For example, would policies that restrain 
larger-than-family farming have adverse or positive impacts on net farm 
income, and with what inpacts on agricultural communi t ies?^/ The next sei^tion 
of the paper will explore some of the reasons why existing research on farm 
structure and agricultural consnunity well-being has major limitations as a 
guide for public policy. 

3/ See Sonka (1980) for what to my knowledge remains the only discussion 
of how one might approach the benefits £nd costs of farm structural policies 
oriented toward increasing rural employment and quality of life. Sonka makes 
a point that I will stress later: The failure of social scientists to analyze 
jointly ttie benefits and costs of prospective structural policies renders this 
literature impotent for policy purposes. 
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LIMITATIONS OF EXISTIKG THEORY AMD RESEARCH 

The literature of faro structure and the quality of life In agricultural 
coamunltles h^s significant limitations of both a theoretical and methodological 
nature. Many of these theoretical and nethodQloglcal limitations are 
interrelated, however, since inadequate theoretical notions have led to 
inappropriate or restrictive methodologies. While recognizing Chat the 
distinction between theor;' and method is somewhat arbitrary, I will discuss 
problems with the research literature chat are largely theoretical In nature 
first, to be followed by an examination of more technical, methodological 
problems. 

Theoretical Limitations 

I have noted elsewhere (Fllnn and Buttel , 1980) that research Into the 
relations between farm structure and rural community well-being has In a 
sense had a long history ii\ the U.S. This Issue was of paramount concern 
to many ajerabers of the first cohort of rural sociologists who did their major 
research during the 1920a to the 19^09. Kolb and Brunner (1952) contains a 
convenient summary of this pioneering work on farm and community structure, 
wiUch has been masterfully brought up to date In the context of current 
refearch by Urson (1981). Unfortunately. Httle research of this type was 
conducted during tho 1950s and 1960s, and It was only during the early 19708 
In a mlUeu of agricultural HCtlvlsm that Ck) Idschrald t ' s ( 1978a) work was 
"rediscovered" and n«w research was Initiated. Implicit in Larson's (1981) 
recent summary is a striking difference between the early and contemporary 
literatures: The founding literature wa« rich and detailed In its historical 
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partpective, ^ile the current literature typically has had little or no 
historical backdrop. The lack of historical perspective on contemporary 



research has led to two unfortunate tendencies, On one hand, there has been a 
tendency to look toward imagined Utopias of the past when assessing the results 
of analysis of recent data; in particular, there has been a strong tendency 
to glorify the "good old days" of family farming and bucolic agricultural 
comnunit ies. On the other hand, there is a strikingly different tendency- 
one emphasising inagined "disutopias" of the past — in some current research, 
particularly that written by economists; the dislocations cause'i by the exodus 
of excess "human resources" from the agricultural economy are sometiraea viewed 
a» the necessary price to be paid for a much-needed modernization of the rural 
economy (Barkley, 1978). The past no doubt had desirable and undesirable 
features. However, there has recently been little attempt to place contemporary 
data in a historical context so that one can concretely gauge improvement and 
deterioration in the agricultural and rural economy. 

A second theoretical limitation of the bulk of current research is the 
inability to grapple effectively with the diversity within rural 
nonmetropolit an 4/ and agricultural America. There is a growing recognition 
of the profound diversity of rural / nonmet ropo I i t i an coraraunities (Brown and 
Beale, 1981; Goudy and Ryan, 1982). These differences have both historical 

AlchiMigh the expressions "rural ' and "nonmet ropol i t an" are often uf5ed 
interchangeably (see, for example, U.S. Department of Agriculture, 1981: 
Chapter 2), it should be kept in mind that thesu terms involve two different 
procedures for population classification. The rural population has generally 
been defined as those persons live in small £lnces (i.e., with less than 
2,500 inhabitants). The nnnmetropolitan population consists of those persons 
who live in count ies other than tho8*> ^ich contain a large central city (of 
50,000 or more inhabitants) or those which are statistically defined as 
adjacent "bedroom" counties of the orni CL;ntainin^ the lar^e central city. 
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and more recent antecedents. The character and structure of agriculture have 
left < lasting imprint on oost nonraotropoUtan and/or agricultural conmuni t ies , 
as a superficial comparison of the differences among connnunities in the 
post-plantation South, the urbanited Northeast, and the sparsely populated 
Weat would indicate (Larson, 1981). At the same tine, nonmetropolitan and 
agricultural coranunit ies have been affected by a variety of forces— industrial 
deconcentration, the growth of the service sector, fiscal austerity, improved 
coranunicat ions— that have modified, and in sotae cases transcended, the effects 
of farm structure on coimunity structure (Johnson and Beegle, 1982). 

This diversity of agricultural and nonmetropolitan coraraunities has been 
treated ir two very different ways in studies of the interrelations between 
farm and coimunity structures. The most prevalent tendency is an unfortunate 
legacy of the otherwise pioneering work of Goldschmidt ( 1978a, 1978b): This 
diversity is largely ignored as the investigator strives for a high level of 
generality across regions and types of communities, A refreshing corrective 
has bet»n eraphaaized by Goss ( 1979) in his review of the reissue of Gold schmidt ' s 
(1978a) AbYouSow. which was originally published in 1947. Goss noted that 
California, the research location for Goldschraid t ' s classic study of Arvin and 
Oinuba. has an agtarian and rural social structure that was historically and 
remains at present highly unique (see also Sonka, 1980). Most simply put, one 
simply cannvU generalize from California itudies (f^opecially those conducted 
four decad.»s as;o, as was the bulk of the data reported in Goldschmidt ( 1978a]), 
or. for that mailer, from research in any other state. 

A contrary theoretical tendency in addressing the diversity of 
nonrnfitropolitan/agricultural America has been to succumb to "holistic 
paralysis"-to ».mphasiJif and unduly exaggerate this diversity. This tendency 
is r.»tu'ct«d m tno .jtherwise imoful pnpt-r bv Bmwn and Bt^ale (1981). The 
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author§, of course, are not incorrect in emptiasizing that "diversity is a 
necessary key to understanding current conditions in nonraetro Araerica" and that 
"hroad generalizations about nonmetro trends and isiues often conceal as much 
information as they provide" (Brow and Beale, 1981; 27). The point 1 wish 
to sake ia that arguments eophasizing tremendous diversity and the limits of 
generalization can, and have, become a form of "holistic paralysis" that 
prevents meaningful research on farm and agricultural community structures. 
We must recognize Chat not all non-metropolitian coonunities are agricultural 
coBBunities, although we should not ignore the possibility that nonmetro 
cotaaunities in which agriculture is not the predominant industry may still be 
affected by structural changes in the agricultural systems that surround them. 
What is raost needed to avoid holistic paralysis in the analysis of farm 
structure and the well-being of agricultural communities is an effective 
typology of agricultural comunitiea that can provide a framework for placing 
previous studies in perspective and for enabling future research to disaggregate 
statistical relationships within types of agricultural communities. 

A third theoretical problem with most of the current studies is another 
unfortunate legacy f rom Goldschmidt ' s (1978a. 1978b) work: the unidirectional 
causality that is presumed such that farm structure is visualized as affecting 
coaiauoity quality of life. The vast bulk of the literature on farm structure 
and agricultural community well-being over the past decade has been directly 
inspired by Go Idschmidt ' s previous research or has been "in the Goldschmidt 
tradition" (Ktiffernan. 1982: 3^9). This tradition, while it has yielded 
several innovative studies, has also been limited because it tends to ignore 
how conutunity structure may affect farm structure. Community structure can 
affocl farm structure through a variety of oechanisms— e .g . . service 
avaiLibility. avni 1 ab 1 1 i t v of asncuUur.il product markets, taxation, and land 
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use regulation. Lhifortunacely , these mutual and reciprocal linkages between 
agricultural structure and cotrmunity structure have remained largely unexplored. 

The unidirectional image of causality has been associated with another 
limitation of the research literature--namely , restricted conceptions of both 
agriculture and coraniunity. Agriculture, again following Goldschmidt , has 
generally been defined as the farm-level production sector alone. This 
conception ignores the input provision and marketing sectors of agriculture^ 
and ignoring the "agribusiness" sectors that surround production agriculture 
has led to only limited consideration of the spatial distribution of income 
and employment multipliers that result from the particular confluences of the 
input, farm production, and output-marketing sectors of agriculture broadly 
construed. There has also been a restricted conception of cojiinunity structures 
and institutions, and many crucial aspects of agricultural communities that 
likely have important relations with agriculture have been ignored. Among 
these cotmunity factors that have rarely been considered include the fiscal 
capacity of local governments, coranunity demographic composition, community 
stratification and p<Jlitics, and the impact.i of local population growth nn 
agricultural land markets. 

A final theoretical shortcoming in the research literature on farm 
fltructtirt* and t ho quality of lift* of agricultural communities han been its 
ri'qt r if't t*d im.ii»i» of structural ch.in^f in production agriculturo , Thi^ 
tonviMUional image has bo en that large, non family industrial fann« are 
.lisplatinH small f^jmilv f.irmK. This change proci^ss ie typically indexed by 
chan?,e in average farm sizo or sone other indicator of central tendency* This 
conception, wh i U* it had a relatively high degree of applicability before the 
IV/Os, now ti*nds tc^ <)vers impl i f y the nature .^f farm structural change in the 
n.S. rh«* pr^domin.wit ti'ndencv w»»r thf* p«iit dPi haw been tnwirJ dualism, 




159 



in which lar«er-than-family farms have grown in numbers and proportion of 
sales, small fiubfamily' (Buttnl. 1983) farms have incroasod slightly (or al 
least held their own) in numbers, and medium-sized family-type operatiors have 
declined in both numbers and proportion of sales (Tweeten and Huffman, 1980; 
Buttel, 1981). 5/ As the U.S. farm structure h.is become more dualistic-as 
relativ^.ly largL. and relatively small farms have come to predominate at the 
expense of the traditional, fulL-timo family farm- ind i c ators of central 
tendency become increasingly unrealistic as indexes of farm structural change. 
To wit. average farm size in acres changed relatively UtCle in the U.S. during 
the 1970s (Buttel. 1981) even though larger-than- f ami I y farms rapidly increased 
m predominance during the decade (U.S. Department of Agriculture, 1981). More 
importantly, the literature on farm structure and the structure of agricultural 
communities has yet to trace the additive and interactive impacts of changes 
in the three types of farms on change in the well-being of agricultural 
communities, or vice versa. At a minimum, researchers must begin to supplement 
indicators of central tendency in farm structures with indicators of dispersion 
in order to grapple more fully with the cau<!es and consequences of farm 
structural changes in the po8t-I970 period. 

?!^A*l°4oA°iL'^.cal^ Limi t at ions 

Three :najor nii»thodolo^ icdl problems have limited the utilitv of the farm 
and conia.jnity structure literature for the development of policy. First, the 
data employed m most sLudifiS are not at the community (or subcommun i t y) level, 



y The distinction is made between "subfamily" and family farms on the 
basis ot whether the farm resources would be adequate in normal years to yield 
a family income ^bove the poverty line (Buttel. 1983). Roughlv speaking, farms 
with .innual sal.vs of Ifss than 340,000 per vt'ar can bo considered subf.imily 
f.irm^. Willi., far^n.^ with sah^ .U ^/»O.OO0 or more would fall into the family 
category (.see also tootnote 1 abov*»). 
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but instead are generally data collected by the U.S. Bureau of the Census at 
the county level. Several studies have even utllUed state level data. By 
contrast, there have been only a few recent studies (Small Far» Viability 
Project, 1977; McCannell and White. 1981) that have utilized community level 
data, all of which are California studies with limited applicability to the 
reat of the U.S. The use of highly aggregated data has led to problems of 
aggregat.on bias (In which statistical measures of association are likely to be 
overestimated by cooparlson with what they would be at the community level of 
analysis). Highly aggregated up its of analysis also make It very difficult to 
isolate the differential relationships between agricultural and community 
structures across diverse agricultural communities, since county level data on 
agricultural and community structures are Ukuly to mask major Internal 
community-level variations In both. 

The second methodological shortcoming Is the strong Imprint of 
methodological monism. Virtually all studies are based on samples (or 
universes) or areal units 6/ and employ regression, linear programming, or 
analogous techniques. Moreover, most researchers have tended to rely primarily 
on cross-sect lonal analysis- My point Is not to criticize this form of 
analysis but rather to argue that the literature could benefit from greater 
lethodo logical diversity. In particular, It la Ironic that the now-classic 
study of Coldschmldt (1978a) that serves as the exemplar for much of this 
research utilized a quasl-uthnographlc community study technique which could 
be pvofltably employed to address many empirical problems In the flold. T^e 



6/ The major exception to this observation has been studies conducted by 
socloToglsts using sample surveys (see. for example. Hoffernan 1982). Tl^ese 
studies have been undertaken primarily to assess the cross-sectional 
reU tonahlps between far,, structural categories and indicators of co^nunUy 
looUl part IMpat ion. c-ommun ty attachment, perceived social well-being and 
quality of life, and patterns of retail pruchases. 
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relations between agricultural and community structures could also be mote 
effectively illuminated with longitudinal/historical approaches, both 
quantitative, as in the Harris and Gilbert (1982) study, and qualitative, as 
in the rural sociological coBwnnity stvj^ifts tradition o£ the 1930s and 19408 
discussed by Larson (l98I). 

A final methodological concern regarding agricultural and community 
structure resoarch is that it has tended to lack a comparative perspective 
across regions. Most research, except that using states as the unit of 
analysis, has tended to be confined to countylevel areal units within one 
state (see, for example, Flora and Conboy, 1977; Small Farm viability Project, 
1977). This has largely been the case because of the fact that «uch studies 
have been funded by State Agricultural Experiment Stations (SAESs) of l.ind- 
grant univorsit ies , which place a premium on research applicable to the 
particular state. While there is little that can be done to militate against 
the parochialism of SAESs in their appr*- ach to social science research, 
comparative multistate research could be pursued on a regional or interregional 
project basis through the Cooperative State Research Service, and the Economic 
Research Service of U.S.D.A. could take the lead in providing funds for 
comparative work in selected regions or states of the U.S. Comparative research 
will be crucial in enhancing its gener al i zabi I i t y and policy relevance. Only 
by examining the mutual interrelations of agricultural and community structures 
across divt»rse regions can one determine precisely the processes through which 
agriculture affects cownuni t i e» and vice versa, and identify the public policy 
instruments that would be effective in the many socioeconomic milieus in which 
agriculture >»xist3 in the U.S. 

The point of undertaking this extended critical review of research on 
farm str\»Lture and the quality of life in agricultural coamunities is not to 
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Suggest that this literature is without merit or that its results should be 

disLarded. Indeed, this literature has been relatively effective when examined 

in terns of its major nhjective-'that of determining whether largc-ncale 

agriculture has adverse impacts on the quality of life and well-being of 

agricultural connunities. The rejiults have been unambiguous; "it ieems 

significant that a doznn studies, spanning four decades and all regions of the 

nation and (H^rformed by different researchers using different methodologies, 

have rather consistently shown that a change toward corporate agriculture 

produces social consequences that reduce the quality of life in rural 

comraunic ies" (Heffernan, 1982: 340-341). But, as the very author of this 

statement adds later in his article, 

Despite, the consistency of results, however, reseaichable questions 
remain .... Research is needed to identify key variables in the 
agricultural system that, if altered, learl to a change in the quality 
of coronunity life. Past studies indicate a relationship between 
agricultural structure and measures of quality of life, but they 
provide limited insight into the ways that certain featu::es of the 
structure lead to deterioration in quality of life. Abetter 
understandings of the social factors involved might enhance 
anticipation of the consequences as structural changes occur 
(Heffernan, 1982; 341). 

.Moreover, as I shall attotnpt to demonstrate below, the additional rapid 
changes being experienced in the early 19808 make it especially urgent that 
rural social scientists sharpen their theoretical and methodological skills to 
understand what promises to bo a crossroads in the rural and agricultural 
economies of the U.S. 

THS CHANGJ^NG SCRNE IN THE l98Qa; RURAL SOCtO_ECONOMIC_ TRANSITIONS IN AN ERA 
OF ffffjitC YCONOXIC STAGNATION "aND RAPTd TECirNOLOG' fCAI. C HANGE 

It IS now becoming apparent that the U.S. and the larger world economy has 
been mired in a chronic contract innary downswing that can be dated from roughly 
19/.*. This downswing has set in motion a variety of forces that are likely to 
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alter the trajectories of development in agriculture and the nonmet ropol itan 
econooy. These changes pose further uncertainties of utilizing tht? farm/ 
community structure literature as a basis for policy, and raise intellectual 
challenges concerning how agricultural and rural issues will be conceptualized 
and Kted upon in the 1980s and beyond. 

Chronic economic stagnation has over the past two or three ytjars begun to 
have a major impact on the agricultural sector. Recession has at least 
temporarily interrupted the early- and raid-l970s dynamic of agricultural 
expansion. Briefly, this dynamic consisted of the expansion of large-scale 
(generally larger-than- f ami ly) part-os^er farms. These farms tended to combine 
land rental (to generate adequate cash flow and to spread fixed costs over 
larger acreages) and land ownership (to take advantage of asset appreciatipn 
and the deduction of interest payments from tax liability). This expansion w.is 
catalyzed as well by the tax system, which in addition to making attractive 
interest deductions from tax liability for those in high income tax brackets, 
also subsidized farm size expansion through investment tax credits, accelerated 
depreciation allowances, and low rates of capital gains taxation (see Battel, 
1984; U.S. Department of Agriculture, 1981: Chapter 6). Moreover, the temporary 
surge in export sales during the 19709 stimulated unprecedented appreciation in 
land asset values and minimized the role of government payments in bolstering 
farm incomes. 

Global economic stagnation has attenuated many of the major forces that 
underlay this dynamic of expansion. Market contraction abroad has led to sharp 
declines in export sales and to downward pressure on agricultural product 
prices. The result has been declining net farm income and growing federal 
commodity prop,ram expenditures that should reach $20 billion duriny. the Current 
fiscal v»'ar. There have been s ii^ni f ic anf il*«clines in far-nlami values. Real 
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interest rates (the nominal Interest rate less InfUtlon) have, despite declines 
over the past year, reaalned very high by comparison with those that prevailed 
a decade ago. Many Urm operators are In a precarious financial position, and 
the continuation of low agricultural product prices— not an unlikely prospect 
for at least one and perhaps two years-will likely lead to a major "shakeout- 
in the agricultural production sector. This raises a nuiLber of questions thai 
are difficult to anticipate at this point. For ex.imple, which types of farmers 
will be "shaken out?" With what consequences? Who will buy (or lease) the 
land they currently operate? For what reasons and with what Impacts? 

Parallel consequences of global economic contraction have been experienced 
by nonmetropolltlan and agricultural communities. While the nonmetropol I tan 
segment of the U.S. has been buoyed and continues to be stimulated by 
••turnaround" migration, this turnaround has been experienced very unevenly 
(Brown and Beale, 1981). There have also been Indications that the 19708 
trend toward the narrowing of metro/nonmetro disparities In Income and service 
delivery (Tweeteu, 1982) has been reversed (Rogers, 1982). The tendency toward 
exacerbation of metro/nonmetro disparities has been due. In part, to the demise 
of what has become a "rural welfare state" based on federal outlays (transfer 
payments, service and public works subsidies, area economic development 
programs) that have now been slashed due to fiscal austerity. Moreover, federal 
and state government fiscal austerity is being transferred to local governments 
under the guise of the "'new federalism." International economic contraction 
and the heightened competitiveness In many traditional manufacturing Industries 
are now beginning to have dramatic effects on nonmetro communities as these 
Industries, which had moved many plants to rural regions over the past two 
de.Mdes (Summers et al., 1976; Summers, 1982), are now tending to shift plant 
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locations to the third world in search of cheap labor (Frobel, 1980; Blueatone 
and Harrison, 1982). The post-1974 economic contraction has placed particular 
econonic pressure on narkets in primary raw materials such as minerals and 
lumber. The result has been profound downcycles in many natural resource- 
based industries such as lumbering and coal mining (especially coal mines 
establiBhed in the Western states in anticipation of supplying what is now a 
near-ooribund synthetic fuels industry). Finally, the future of nonmet ropoli tan 
America is clouded by what most analysts agree will be a long-term structural 
unemployment problem; since nonmetro communities have long had disproportionately 
high levels of unemployment (Tweeten, 1982), persistent unemployment will confer 
especially severe hardships on nonmetro residents and their communities. 

These economic stresses and uncertainties being exp«rienced in production 
agriculture and in nonmetropol itan communities may well be compounded with what 
promise to be epoch-making technical changes in the world economy during the 
next several decades. One such change will be toward the "information aociety" 
baaed on computerization, robotics, and related information systems. The 
information society has both positive and negative implications for nonmetro 
America. On one hand, computerization will further reduce many of the 
locational advantage!* of large population concentrations as sites for 
manufacturing industries and other commercial businesses. Thus nonmetro 
regions can expt'ct to benefit from continued industrial deconcent rat ion . On 
tho other hand, the information society will make redundant many of those 
workers wtio perform the manual labor and clerical functions that will be 
assumed by computers, robots, and related machines; many nonmetro workers will 
face tho undesirable "choice" of working for low wages, having their jobs 
shifted to the third world, or losing these jobs entirely to computer-based 
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A second potentially pathbre^king set of technological changes will be 
that of biotechnologies. It i, as yet too premature to speculate on what 
might be the iraplicationa of biotechnology for agriculture and nonfarm 
industries located in nonmetrofK)litan areas (Buttel et al . , 1983; Kenney et 
•I., 1983). Nevertheless, the eoergence of biotechnologies in agriculture 
promises massive changes in the nature of agricultural inputs and in the 
processing of agricultural outputs. Possible changes in the farm production 
sector might include a significant increase in the capital-intensity of 
agriculture, leading to further pressures coward concentration of assets and 
sales. The processing of agricultural commodities mighc also be draraatical ly 
affected as a result of futher developments in recombinant DNA technology and 
industrial microbiology; food mjy increasingly be produced in factories via 
genetically engineered bacteria and industrial fermentation processes. 
Accordingly, substantial frac: ions of agriculture might be shifted to prnducing 
the organic substrates to be utilized in industrial microb iology-ar rant^ements 
that rai«ht lond themfjelvos to unprecedi?nteti increasos in contract farming 
(fCpnney ft al . , 1981). The specific chansios that will occjr are, again, too 
nascent to be predicted with any accuracy. But it is likely that these changes 
will be far-reaching and will significantly affect the interface of agriculture 
and cofnraunity over the next several decades. 

I be^dn this paper by mning that existing research on farm structure and 
the quality of life in agricultural communities is .sufficient to warrant a 
cunclusion that the rise of larger-than- f ami I y farming has tended to result in 
low levfU of cofTTCunLty quality of life. Public policy that would restrain or 
reverse th^> expansion of I arner- than- fami I y farming would iinHoubtedlv increase 
the size of. aivi reduce t hf proportion of hired laborers among, the farm 
Pv)pijlr9U in .\n\ rniTehv h-.i.l to iiu- re:is»w m nt>nfarm rmploynent . retail sjIpm 
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volume, public revenues, .ind siirvlce availability. Such changes would al&o 
likely lead to Intangible or nonmaterlal benefits such as greater community 
integration and social participation. Unfortunately, one nagging dilemma haunts 
the efforts of those. Including myself (Buttel, 1980), who have advocated farm 
structural change as a lever for rural community development: There exists 
only a fragmentary picture of tho costs t «ilternatl vely , the potential 

parallel galas 8/) that would be accompanied by reduction of the tola of larger- 
than-fatnily farming In U.S. agriculture. To oy knowledge only one of the ^ 
researchers (Sonka, 1980) who has Investigated farm and conununity structure 
relationships (see Sonka and Heady, 1974) has oven bothered to inquire into the 
mix of coats and benefits that would be appropriate for restraining larger-than- 
family farming while maximizing the benefits and minimizing the costs for 
farmers and the nonfarm segments of agricultural communities (Buttel, 1981)* 
In sun, wiiat has Intellectually been an unusually satisfying literature because 
of the consistency of Its empirical findings Is quite Impotent from a policy 
perspet:i I ve . 

Tho Impotence ot thli lUuriturt* for policy purposes probably Ij? of lUtl« 
consequence at the present time for more than likely for the foreseeable 
future), however. The prognosis for the types of policies that would 
effectively restrain larger-than- fami ly farming is not good. My own view has 
been that tho policies Chat wouUl be required would be relatively drastic In 
the context of II. S political Institutions (Buttell, 1981). Over the short-term, 

7/ Examples of possible costs might be higher farm commodity prices, lower 
aggregate farm Income, or declines In farm asset values. 

8/ F.xaraplos of parallel benefits might Include greater opportunities for 
ruiMl yoi'th to i-nter farming, reduced energy consumption and soli erosion, and 
lens U3<p lol ta t Ion ot hlri.»d farm 'dbt>rers. 




it would be 6s«ential to : (i) invoke major alteration! in the tax ftyiten ao 
ea to curb draatically ^he prevailing tax aubaidiea to capital intensity (i.e.» 
curbing leeelertted dep^'ectatioit allotftnetft and invtttment tax credits, and 
•ignificantly reiiing capital gains taxation on fans real estate), and (2) deny 

connodity program payments to farm operators operate at a larger-chan- 
family scale (presumably on a progressive sliding scale which places Che 
greatest penalty to scale on large-acale industrial farms). Over the longer-* 
tern governaent intervention in or regulation o£ farmland markets may be 
required to ensure that land ownership patterns are neither too concentrated 
nor too fragmented to be consistent with economic efficiency or corvsunity 
goals. These changes would clearly be extremely difficult to achieve in the 
context of '^nonaal politics/* They would be opposed not only by privileged 
farm operatora and absentee ownera, but would be reaisted by farmers generally**^ 
including the small* and mediuBt*sixed family, farmers who are their intended 
benef iciar ies--as well as by those nonfarmers who have vested interests in tax 
subsidies to capital-intensive investments and real estate speculation and who 
disfavor government regulstion. Effective political advocacy that can counter 
these multiple powerful interests would be exceedingly difficult to muster » 
perhaps regardless of whether the agricultural social science community is 
prepared to marshall comprehensive evidence on the benefits (and costs) that 
might result from the restoration of a family farming system. 

The foregoing is not to preclude the possibility that the future may 
bring c)gricultural policy changes that would today be considered radical or 
revolutionary. It must be kept in mind that the current milieu is characterised 
by chronic economic stagnation (despite current signals of "economic recovery") 
and that this milieu, similar to that of the Great Oepreasion, may become the 
breeding ground for changes in political structure that make possible 
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tmaitticipafced policy reforss* This notion was brought hone to ise after reading 

- - 

^r/v. provocative article in Forbet (Klndel and Saunders i 1982) less than a year 
^^"^-agoi The article began by posing a paradox: While It la generally understood 
.^>^« ; that th^ U.S* econofliy is plagued by undarinvestflient and slov productivity 
- growth , agriculture— one of the shining stars of the otherwise dismal U.S. 
economy according to these criteria — remains mirod in what promises to be 
chronic economic distress. Moreover, the authors argi«e ''hat no readily 
d.,... . Idantiflable set of policy instruaents will be able i. .cate agriculture 
from Its economic crisis. The authors conclude b^- arguing that only a bold 
" '^policy initiative can restore the economic health agriculture. Hiey make 
the case that a partial nationalization of agricultural land— using the public 
:;^v ~fundi that would otherwise be allocated to massive commodity program payments 
to purchase farmland— would be a worthy policy alternative even though it will 
\- be resisted a<i a governmental Incursion in the f ree-Msnterprise economy. Klndel 
^ and Saunders suggest that the creation of a federal farmland reserve would 
enable the federal government to control overproduction in the future; these 
lands could be rented to farmers or withheld from production based on 
projections of world food demand and farm product prices. In addition > the 
assembly of a federal farmland reserve would ultimately eliminate the need for 
expensive farm commodity programs. 

the program briefly sketched out In the Klndel and Saunders article would 
be dismissed as radical propaganda or as the deluslonary thoughts of the 
underworked academic were it not for the fact that the article was published in 
an otherwise conservative busincfis magazine and written oy the magazines* 
regular staff. I emphasize the Klndel and Saunders article ncc because it has 
aJready had .i significant Impact In agricultural policy circles. It clearly 
has not. Instetid, the article is a testament to the lost fal'.h in the 
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trajtctory of U.S. agricultural development (and In the public policies that 
have uodergirded thia developwent) and a reminder of the f«ct vhat periods of 
'-"'VconoBic criais aay create unanticipated openinga for policy reforma. Where -1 
the .Great Oepreaaion wltneased the eatabliahaent of farm co«odlty programa ; r^^' 

. .that have survived essentially intact up Co the present, federal fiscal . 
::Tau9terity has led to a situation which at this writing promises to result in an - . 

unprecedented diminution of the federal role in aupporting farm product pricea. 

Organized intereata in agriculture may have little leverage in averting thia ^'J 
' "policy shift. Onher major policy changes may follow if the economic downswing'. 

continues. 

The challenge that remains for social scientists is that major policy 
-~>lnnovatlona" born of social and economic crlaia are not necessarily progressive - 
or socially desirable • Partial federal ownership of farmland may Juat aa >l 
easily result In land consolidation as in a deconcentration of farm operations* 

Hia social science community can and should do a better Job in conducting policy 
relevant research and in anticipating the "openings" in which this research 
might have a major policy Impact- My view of the state of knowledge on farm 
structure and the quality of life In agricultural communities is that a 
considerable amount of research remains to be done so that the social science 
community can Influence policy meaningfully. 
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PAST-.\ND PROSPECTIVE KCONOMIC DEVKLOPMF.NT OF RURAL CO^UNITIES 
.. , . Luther Tweeten* 



IHTRODUCTION 

This paper examines past and prospective econoraic forces shaping rural 
commun it ieis . Emphasis is on: 

The past and likely future economic contribution of agriculture 
to rural communities; 

for. farm. Output anrf -structure; and - 

^ ;~ - Policy requirements for economic health of the agricultural and 
the rural economies. 

Many rural communities depend on the farminf* industry which is expected to 
uxpand 1-2 percent annually in output and stabilize in population during the 
n«xt two decades. But rural areas now depend on a wide. range of economic bases 
includins; manufacturini^, mining and r^t ir*»ment industries. Within this context, 
the paper brieflv reviews various public policy options for agricultural and 
rural deve lnpmt»nt . 



* Regents Professor, Department of Agricultural Economics, Oklahoma State 
Univeraitv, Stillwater. Professional paper of the Oklahoma Agricultural 
Exporiroont Station. Comments on the paper by Gerald Ooeksen, James 'nelson, 
Daryll Ray and Keith Scearcfe are appreciated. The author is solely responsible 
for nhortcommas of the paoer. Parts of this paper are from Tweeten (July 11, 
1983). 
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SOURCES OF, INCOME IN RURAL COUNTIES 



Data In Tablt 1 and 2 ahova the direct contribution of agriculture and 
other aourcea to Income and esployaent In metropolitan and nonaetropolican 
.counties. Each job In agriculture as a farm proprietor, hired worker or 
^agricultural services worker directly accounted for 23 percent of the 
eoiplo/ment in totally rural counties an4«£or 12 percent of employment In 
nonmetropolltan countlta in 1979 (Table U 
St^^ ^^'^^^^ induitflea tuch as transportation , trade and finance exist in 

-...- rural comunltles in part because of basic industries of ajjriculture, mining 
and manufacturing. Employment and income multipliers differ considerably by 
- •i" of comunity, enterprise or industry, and distance from other conunities 
gf" (Tiieeten and Brlnk»an» p. 321-28). A rough approximation is a multiplier of 

i»5 for a typical rural community and 2,0 for rural counties in aggregate. 

Baaed on the latter auUlplier and data in Table I, nearly half the employment 
in totally rui'al counties .-^nd nearly one-fourth of the employment in 
nonmetrO(»3Utan counties was attributed to agriculture in 1979, 

Other basic inauatrle:* such as manufacturing are in rural countlea in 
part because of raw matcrlala and "part-time" labor available from farmm. 
Hanufacturlvig in 1979 accounted tor over 18 percent of Income and 20 percent 
of employment In nonmetropolUan counties. Although agriculture la not as 
Important to the economic base of rural communities as a whole as in prior 
years, it is the only major economic base In much of the Great Plains and 



1/ Prlaary agricultural production la widely dispersed because natural 
resources are dispersed. It Is cheaper to produce near natural resources and 
ship produr^*^ to consumers rather than ship resources to plants located close 
to onsumers. secondary and tertiary economic activity locates to serve 
agricultural ecouoislc activity. 
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TA*L8 If C(»p«iuon of l?«ploy»ent In Metropolitan and 
HonaetropoHtan Countias» U.S., 1979 



Mctrdpelit«n 



NonwtropoUtan 



Total Employwent 

total Wage and Salary 

fara Rifploy»f nt 
Ag Services 
forestry and 

Fisheries 
Mining 

-Construction 
Manufacturing 
Transportation, 
~ CoflBunieatiOR 

and Utilitlts 
Mholtsalc Trade 
Retail Trade 
Finance, Insurance 

and Real Estate 
Services 

Gov't.: civilian 
Cov't.: Military 
Gov't. : State and 
Local 

Proprietors 

Fara Proprietors 
Nonfara Proprietora 



wee- Coapiled by Econoaic Developaent Division, BRS. U.S. Department of Agriculture 
froa iata^rivid^ tl. n...au oe%cono»ic Analysis. U.S. Dep.rta.nt of Comerce. 

a/ counties with aore than 20.000 residents in urban pUcea of aore than 2,500 
populat ion. 

y Counties neiher in the "Urbanised" or "totally rural" category, 
c/ Count i<?s with no city containing at least 2.500 residents. 







Less 
Urbanised b/ . 


Totally 
. Rural. £/ . 


Total 
Nomaitro* 

politan 




78,719 
100. 0 

93.4 


IU0S5 
100. 0 

•9.3 


12,723 
100,0 
(Percent) 

81.1 


2,925 
100. 0 

72.1 


26.733 
1 nn n 

83.5 




- .6 
.4 


2.3 

"'.7 ■ 


3,5 


Jt.9 
.7 


3.1 

.6 




.03 
.5 
4.4 
19.9 


.1 

1.3 
4.2 
- 21.5 


.1 

2.4 
3.9 
. 20.7 


.1 
3.0 

.2 

13.6 


.1 
2.0 
. 4.0 
20.2 




5.3 
5.5 
14.9 


4.1 
3.4 

. 14 2 


3.6 

3,4 


2,9 
2.7 
9.4 


3.75 
3.3 
12.6 




5.5 

19.4 
3.0 
2.2 

11.8 


2.9 
14.6 
2.5 
3.8 
13.9 


2.3 
12.4 
1.6 
1.4 
13.3 


2.0 

U.4 
2.2 
1.5 

13<5 


2.5 
13.2 
2.0 
2.4 
13.6 




6.6 


10.7 


18.9 


27.9 


16,5 




.7 
5.9 


3.5 
7.2 


9.7 
9.2 


17.0 
10.9 


7.9 
8.6 
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TABLE 2. Conposition oi Income in HetropoUt«n and NonmetroppUian Counties, U.S., 19 79 



;:^^«r. v-.ifldttttry or Typ« 



Hacroi^oUtati 



HoMNstro^Utan a/ 



Total 







Urbaniied 


Uaa 

Vrbanlxed 


Totally 

rural 


Nonaetro- 

poli tan 




Total F«raonal Income - 














($ billion) 


1 ,482 


185 


211 


49 


445 






100. 0 


100. 0 


100. 0 


100.0 


100. 0 




Ubor «n4 Proprietort* Incone 














— Bjf Induitry . - • , , 
















,7 


3.3 


7.2 


10,9 


6,0 




Ag Services 


",2 


.4 


" ' .4 


.4 


■ .4 




Foreitry and FisherUi 


,05 


.1 


.1 


.i 


.1 




, Mining 


.7 


1.9 


3.7 


4.6 


3.0 






4.8 


4.6 


4.2 


4 . 9 


4.4 




Manufacturing 


26. I 


21.1 


17.8 


10.3 


18.4 




I ft snsppr & tun 1 v umiiun \ 














cation and Utilities 


6,4 


5.0 


4.5 


3.7 


4.6 




WholeaaU Trade 


S.8 


3.3 


3.0 


2.3 


3.0 




tetait Trade 


7.8 


. 7.8 


. 6.8 


5.6 


7.1 


-i ^ 


f inane* 1 Insurance and 














tttMi Kitate 


5.1 


2.6 


. 2.1 


1.8 


2.3 ... 




Sar V icaa 


14.6 


9.9 


7.6 


6.9 


8.3 




Gov't*: Civilian 


3,2 




1.7 


2,4 


2,2 




Gov't.: Military 


l.\ 


2.2 


.4 


.4 


1.2 




Gov't.: State and Local 


8.2 


9.3 


8.1 


7.7 


8.6 




— By Typ* 














Wage and SaUry incomo 


67.2 


60.5 


50.5 


42.4 


53.8 




Other Labor IncOM 


6.6 


6,0 


5,4 


4.2 


5.5 




Para Proprietors' Incoae 


.5 


2.4 


5.9 


9.0 


4.8 




Nonfara Proprietors' IncoRM 


5.0 


5.4 


6.0 


6.4 


5.8 




Other Tnco«e and Contributions 














Personal Contributions to 














Social Insurance 


- 4,3 


- 4.0 


- 3.5 


- 3.0 


- 3.7 




Dividends, Intt^rcst, 


n.9 


14.0 


15.1 


16. I 


14.8 




and Rent 














Transfer Paynents 


12.3 


14.4 


15.6 


17.3 


15.1 




Population (Hilliont) 


158.4 


24.2 


29.9 


7.7 


61 .7 





Source; Compiled by Econonic Development Division. ERS , U.S. DeparCrnent of Agriculture 
fron basic data provided by the Bureau of Gcononic Analysis, U.S. Departinent of Conmercc. 

a/ Sep Table I for definitions. 
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««it«rn Corn B«U Blueitone, p. 14; Hoppe). Nonetheless, the dac* in 
^S^-'-r- T«bl«i I and 2 support an important conclusion: Rural areas now depend on a 

1^^"^' 'dlVftrsified base of economic activity including agriculture. 

. ■ r , . .... 

' PRQSPfiCTIVE CONTRIBUTIONS OF AGR IC ULTURE TO RURAL COMMUNI HES 

The contribution of agriculture to rural communities depend on aggregate 
food and fiber demand and its linkage to rural communities, Technology plays 

SJ ......... 

H,tti4^,. ... 

-ft Hey role in the linkage. Cars and _trucks reduced the time and cost of 

' "transportation, making U possible for farm people to go farther to shop for 
jobs, goods and services. Many bypassed small communities hnve disappeared. 

Roads and vehicles will continue to improve but the principal impact of 

3^^-'* .... 

transportation probably lies behind. The rate of growth in small -ural 
^.v. connunities with populations of 1 ,000-5,000 is comparable to rates in larger 
cormnunities. The rural renaissance in craplovment and population is broad 
based, and is apparent in rural counties near amd distant from metropolitan 
areas. 

Emphasis in this section is on two important dimensions of farming that 
influence rural cofrwiunit ies : One is farm size, numbers and population that 
determine* communitv social activity tied to population. The second dimension 
is farm income and expfinst^q that determine business activity tied to buyinR 
power. Ri^fore tnnunft to pro joct if^ns of thpsp variabl*»s, it is well to 
review the relationship between farm structure and community. 
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Impact of Farm Siz e on Cotnmun it ios - ' - 
— — ^ 

^^ir- - Public policy could conceivably shapt whatever farm structure society 

■■■ d^jires. Not every farming configuration Is equally desirable (see Sonka and 
. fJe/dy). And what is good for farmers 'or rursl communtics is not necessarily 
'•. good for society. Data in Tabic 3 show economic impacts on prices, input, 

output, receipts, expenses and farm numbers of sole reliance on large, medium 
or small size farms. Results assume full Adjustments have oecured in prices 
and quantities but values are in 1981 dollars. 
. Market adju5itments are presumed to be complete so that prices cover al.l 

costs of production. Because small farms are less productive per unit of input 
than are large farms, sole reliance on small farms requires 90 percent of 

i 

J^y- I910«*14 parity to cover all resource costs, targe farms that currently account 
for half of farm output cover all costs with prices only 54 percent of parity. 

-•" . * Income and employment multipliers relating the farm to the community depend 

partly on forward linkages and farm output and partly on backward linkages and 
farm input. tt is notable that aRgregatH farm output is greater with large 
f/irras but farm input is greater with small farms. Input volume even under the 
small farm scenario is less than actual aggregate input volume in 1981 because 
the analysis ajsuraes heroically that inputs are freed from existing large 
numbers of low productivity farms with sales of under $20,000. Also, our 
. - exports are priced out of tht market with only small farms. 

Income and expense data provide clues to the impact of farm structure on 

... .«''- 

rural communities. Given time, all costs equal all rec/.ipts. Adding off-farm 
income to farm receipts (or costs) indicates that economic activity in rural 
communitLos would decline to about 78 percent of 1981 levels with only large 
farms and would bi* 5 percent above 1981 lnv»?ls with only sraall farms. 
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TABLE 3. Estita-ned Economic lapact of Adjusted U.S. Fanning Structure 
Coaprised SoUly of Uri5€ Utrnt, n^dium Utv or SmU Utm$ 












Para 5»ise 




Actual 
1981 


:M 




. • . -~ ■ 

Large Fama 

Sales $200,000 


' Hediu« Parai 
(Sale* $100,000- 

♦ $200,000) 


S««tl Faraa 

$40,000) 




...A 




.. . _~. .. ^^^^^ 

"Output ( S bil lion) a/ 
(Percent of 1981) 
Donestle 
(Ptreent of I98t 
Export 

(P«rcer/. of 1981) • 


■ 164 
(106) 
114 
(103) 
50 

(116) - 


137 
(89) 
107 
(96) 
30 

: : . (70) / , 


112 
(73) 
iOO 
(90) 
12 
(28) 


. 154 
(100) 
111 

(100) 
43 
(100) 






Input (5 bill ion) a/ 
(Percent of 1981) " 


164 
(80) 


185 - - 

(90) 


_187 - . 
(91) 


20$ ... 
(100) . 


■ • ^ 




Productivity 

COutput/tnput) 
(Percent of 1981) 


1. 00 
(133) 


.74 

, (99 > 


.60 
(80) 


.7$ 

(100) 




If ■ 


Parity Ratio 

(1910-14*100) 
(Percent of 1981) 

Receipts ($ biUiona) 
(Percent of 1981) 


54 
(89) 

146 
(95) 


73 

. (120) . . 

164 
(106) 


90 
(U8) 

166 
(108) 


61 

( inn) 

154 
(100) 


- - 




Costs ($ billion) 
(Ptfrcont of 1981) 


146 
(95) 


164 
(106) 


166 
(108) 


1-34 
(100) 






Net Off-Farm Income 

($ billion) b/ 
(Percent of 1981) 


4 

(10) 


10 
(26) 


36 

(92) 


39 
(100) 






Total Income and 

Outlayt ($ billion) 
(Percent of 1981) 


ISO 
(78) 


174 
(90) 


202 
(105) 


193 

(too) 






Nuaber of far«i (1,000) 
(percent of 1981) 


243 
(10) 


868 

(36) 


3,274 
(134) 


2,436 

(IOO) 





Source: Por basic data, see Tweeten (March 1983). 

a/ Donatio demand elaaticity -.2; export demand el^icity 
quantities weighted by actual 1981 prices. 

hi Same off-faria incone per far* as in 1981. 



■1.5, Output and input are 
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The composition of rural economic activity aUo would change with the size 
of fars. To provide of.f-£arm job*, a system of only small farms implies more 
^fc. econoaic base in rural eoonunities relative to the farm base. Large 

faras would tend to be two-^aiaily operations so 240,000 farms sight have 480>000 
faailiea.. Still, a_systera of small farms with one family per farm would support 
nearly seven times as many farm families and social activity that depends on 
far« population than would a ayttem of large farms. . It. must be remembered, 
however^ that in strictly econoaic tcrc-.? the gain to rural communities from a 

. system of small farms is -more -than of f set by higher food and other commodity 

costs to consumers, due to the lower economic efficiency of small farms. A 
system of even smaller farms than shown in Table 3 might provide raore stimulus 
to rural communities but the social cost would be huge in terms of lost exports 
and high food costs. 

Xt is also notable that 26 percent more real input than actually used in 
1981 would have been required to produce the actual 1981 output solely with 
small farms. This figure contrasts sharply with the 9 percent less inpuc with 
only small farms as shown in Table 3. The latter occurs because the higher 
prices required to cover all costs reduce sales, output and input. 

Trends in Parm Sise and Wumbgrs 

As noted above, farm size influences farm population and income and 
thereby the vitality of rural communities. Table 4 shows the impact on farm 
sise of four key elements — labor-saving technology, the opportunity cost of 
farm labor, off-farm income and the gap between farm and .lonfarm income per 
capita. Farming technology caused farms to Rrow between 3-4 percent per year 
on the average from 1940 to 1980, Farm firm j^rowth from technology is 
projected to slow no more than 3 percent armually by year 2000. 
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Personal income of farm people wilt keep up with income of nonfarn people 
over time in a well functioning economy • Other things eaual, this means the 
. scale of farning must increase with real personal income per 'capita of nonfarm 
ptftaona which advanced 2 percent per year in the 1970a. U.S. real per capita 
incosc growth has slowed and is projected to require faras to r.row in sise by 
only 1.0-1.5 percent per year between 1980 and 2000. 

Combined technology and personal income gains r.3quired farms to grow 3-6 
percent per year from 1940 to 1980. An offsetting force was nonfarm income 
,of farm people from off-farm jobs, transfer payments and other sources. The 
growth rate m ^he proportion of income farm people receive from off-farm 
sources is expected to slow in the 19808 and 19908. 

A final major element explaining changing farm size is farm expansion and 
consolidation to close thu once huge gap between farm and nonfarm income per 
capita. In Table 4, the difference between actual sales growth and the 
inflated total required sales growth reflects fam firm changes to close the 
accumulated inco-z? gap between farm and nonfarm people. Farm size expansion 
for that purpose averaging 7 percent per year in the !940s and approximately 
4 percent per year in the 1950s had essentially closed the income gap by the 
late 1970s. Success was apparent even in the depressed farm economy of 1981. 
With farm prices only 61 percent 1910-14 parity in that year, farmers income 
from all sources averaged 88 percent of nonfarmers* income per capita. Further 
closing the gap will not be an important source of farm growth in the future. 

Based on the above factors, the average commercial farm is expected to 
grow approximately 3 percent per year to the year 2000, a slower rate of growth 
than in the past. With total acreage in farms somewhat stable, the implication 
is that farm numbers may decline slightly. However, a decrease in number of 
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1940 to 1979 and Required Growth Projected from 1980 to 1999 



Growth required per fern e/ 



Total Sales 



Decade 



Technology 



Pereonal 
Income 



Subtotal 



Off-fara 

Income 



^^eal Inflated 



Annual average, percent 



-Actual 
Sale:; 
Growth 



Actual 
















1940-49 
.1950-59 
1960-69 
1970-79 


3.4 
3.6 
3.3 
3.2 


2.6 

1.2 
3.0 
2.0 


6.0 
4.8 
6.3 
5.2 


-4.1 
-5.4 
-6.0 
-2.9 


1.9 
-.6 
.3 
2.3 


7.5 
1.5 
3.0 
9.4 


12.6 
5.3 
7.3 
7.8 


Projected 
















1980-89 
1990-99 


3.1 
3.0 


1.5 
1.0 


4,6 
4.0 


-1.4 
-1.2 


3.2 
2.6 






Sources 


Tveeten (1981). 












«/ To the extent 
required growth la alto 


that farmers keep up with 
actual growth. 


technology, 


Income 


growth, 


etc, 
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Aid-tise farms in expected to be nearly offset by an increase in the number of 
large. farm and sa^ll part'-line farss (see TvetCe.i> 4 March 1983» Figure 1). 
The latter caeegoH^^ is less inf luenced by the forces examined in Table 4 and 
•howa signs of continued grovth in nunbers. 

Data on economies of size indicate pressures for fira expansion and provide 
additional insight into future trends in farm size and numbers. Lower cost per 
unit of output for large farms than for small farms encourages expansion in size 
and reduction in numbers of fams. Host economies of sise are realised on farms 
with sales of $100,000 or more (Tweeten, March 1983). However, some production 
and market economies extend beyond $100,000, providing incentives for even 
connercial farms to grow. Many small farms with high per unit costs remain but 
an increasing proportion of these are part-time farmers who willingly now and in 
the future will support faming with off-farm income. Full-time small farmers 
are a vanishing group. Farm sice and numbers will tend to stabilice as entrance 
of large and part-time small farms offsets exit of full-time medium sisa and 
small farms. 

Farm numbers will tend to stabilise, but the composition of farms will 
change. Medium size farms are expected to account A^or a declining share of 
farm numbers and output. In competing with large and small farms, mediuiB site 
farms will be disadvantaged because of (I) cash-flow oroblems associated with 
the inflation cycle, (2) increasing risk in the face of less sophisticated risk 
management opportunities than on large farms, (3) less risk-redicing off-farm 
income than on small farms, aad finally (4) high asset requirements for i»n 
economic unit. 
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■ Trentt*. in Supply and Demand for Farm Output 

Tabl« 3 vas a snapahot in time ignoring expected trends in aupply an! 
deaind lor farts output. Future trends in inputs purchased and products 
•Arketed through rural connunities depend on trends in the aggregate supply- 
deaand balance for farm output. Estimates from several sources of that balance 
are presented in Table 5. After productivity shifted the supply curve faster 
than the demand curve to the right in the 1950s, generating surpluses that 
carried well into the 1960s, demand grew faster than supply in the 1970s. The. 
estimates in Table 5 are varied but in general indicate that farm output demand 
and supply may increase at somewhat equal rates in the later 1980s and 19908. 
The implication is that no strong upward or downward trend in real farm prices 
is foreseen. However, acute, unpredictable periods of surplus and low prices 
alternating with periods of shortage and high farm prices are expected. Chances 
seem slim for persistent gains in demand relative to supply and in real farm 
prices that would help create a long-term boom in rural communities. 

COHTRIBUTIO N OF OTHER POL I CIES AND INCOME SOURCES TO RURAL COMMUNITIES 

A striking feature of Tables I and 2 is the similarity of economic 
structure in metropolitan and nonmetropol itan counties. Rural economies on 
the whole sre now highly diversified and integrated into the national and 
international economy. 

Defining basic industries as those which bring dollars from outside, it is 
apparent in Tables I and 2 that mining and manufacturing as well as transfer 
payments for retirement or other pur^^oses are vital components along with 
agriculture of the economic base for rural communities. Transfer payments 
are th3 largest single source of personal income in totally rural counties. 
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TAfil.K 5. Projected Increaflf?9 in Demand and Supply 
for Karm Outnut froit 1982 to ?nOO 



Source 



I><>mAnd 



Supply 
(productivUv) 











OOfMtt IC 


R5tpor t s 


Tota I 




RCA- USD A aI 


Quantity, year 2000 a» 
(Annual increase, ^) 


X of 


1982 


117 
(.9) 


IM 
(2.3) 


127 
(1.3) 


122 
(I. I) 


Twee ten 


Quantity, vear 2000 as 
(Annual increase, X) 


X oi 


1982 


M7 
(.9) 


170 
(3.0) 


132 
(1 .6) 


131 
(1.5) 


RFK, EKC 
constant b/ 


Quantity, year 2000 as 
(Annual lncr«a8e, X) 


X of 


1982 


115 
(.8) 


(2.8) 


135 
(1.7> 




RFF, ERC 

I iberal ited cj 


Quantity, year 2000 aa 
(Annual incrfiaae, X) 


X of 


1982 


115 
(.8) 


210 
(4.2) 


151 
(2.3) 




HAl,S-US>DA d/ 


Quantity, vear 2000 as 
(Annual increase, X) 


X of 


1982 


118 
(.9) 


259 
(5.4) 


\h\ 
(2.7) 





















Source: Table taken from Twceten (March 1983). 

a/ Reaourca Conservation Act "■oderate" aitiflMtes. 

b/ Resourc.a for thp Future projection for crops with inH«'or[29^ln vear 

policTea. My adding of domestic and export components Rave total demand in^*'^ ^^9 In year 
2000 for X 1.4X annual increase rather than the reported index of 135. 

c/ Same as footnote (b) except my adding? of domestic and *''<PorJ,<=?'"P''"^"^^ ^"^^^^ 
demand of Ul and 1.9X incrpase compared to the reported demand of 151 m year 2000. 

d/ From National AericijUural Lands Studv. 




Paynwnts from social security » fnedicare and medicaid are critical to the 
well-being of rural connunities and their residents* Nunbera of persona 
reaching retirement age will rise in forthcoming decades* The amenities of 
rural eoHBsunities will attract many rat irfes. 

The challenge is to davise public policies consistent with the interests 
of agriculture » rural communities and the public at large. Immediate needs to 
revitalize the farming economy are (I) national and international economic 
progress (with stable prices) fo boost demand especially for farm exports, 
-(2) feltmlnation of excess commodity stocks^ and (3) no better than normal 
weather for crops* Agriculture and rural communities will be much influenced 
by national monetary-fiscal policies; by farm commodity and credit policies; 
by community service » welfare » health » and education policies; and by work 
force policies* 

Monetary - Fiscal Pol icy 

The itmediate overarching requirement for economic health of tarming, 
rural communities and the economy at large is sound monetary-fiscal policy* 
That policy is now in disarray. Most economists condone budgef- deficits 
incurrred du; ing recession and condemn large deficits incurred after economic 
recovery. To promote steady economic progress without inflation requires 
decisive movement towards a balanced federal budget. The money supply as 
measured by Ml or H2 has been increasing at a rapid rate since July 1982. 
Unless the rate is cut back soon» inflation will recraerge. Unemployment and 
recession again will follow high inflation rates. 

Erratic monetary-fiscal policy has given rise to an inflation cycle 
featuring inflation in the expansionary phase and high unemployment in the 




sttbiliiation phase. The inflation cycle crates undesirable cost-price, cash- 
flow and instability-uncertainty Iwpacts.on farmers which I hav« explained in 
detail elsewhere. (Tweeten, December 1980; July 1983). Inflation and instability 
attending such policy especially disadvantage full-time farmers and shift the 
composition of agriculture away from tnedium-sise family, farios. 

In recent years a tight monetary policy has been combined with expansionary, 
high-deficit fiscal policy. One result of monetary and fiscal policies working 
at cro?*s purposes has been high real rates of interest damaging to both farm 
and nonfarm economics. High real interest rates i»»pact unfavorably on farmers 
directly. High real rates also impact indirectly through international linkages 
by attracting capital investment from abroad. The inflow of money raises the 
value of the dollar in international exchange markets. The result is more 
expensive U.S. wheat, corn and soybeans to foreign buyers. A depressed U.S. 
economy imports less from other countries. Inability to export to us depresses 
economies abroad; those economies in turn import less from us.. International 
recession and high real interest rates contribute to international financial 
crises. 



Export Policy 

The economic vitality of agriculture and its contribution to rural 
communities rests firmlv on export markets. The business integrity of farmers 
willing to risk competing in unstable export markets deserves respect. Past 
actual and future possible export embargoes imposed by our government violate 
business trust and exacerbate an already high level of uncertainty in the farm 
economic environment. Perhaps embargoes should be reserved for national 



1-9.9 



emergencies only. At the same time, a federal policy of multinational reduction 
• in trade barriera and encouragement of trade in general can halp boost the farm 
and rural oconomies. 

Cot—odity Prograwa and Payment-In-Kind 

As b»^«t can be determined from a number of studies, the net impact of 
_ coamodity programs on farm structure has been minimal (see Spitte et al.). To 
be sure, commodity programs have helped to maintain vitality of farms and demand 
for goods and servicus in rural communities during depressed times. But on the. 
other hand, commodity supply control programs have reduced farm production and 
hence input purchases from rural communities*. In ai^gregate, commodity programs 
added at least modestly to the economic base of rural communities in the last 
five decades. In some periods such a« the 1960s the contribution vas 
substantial. 

In part because of the drop in world demand for farm exports attributed 
indirectly but in no small part to our monetary-fiscal policies, the government 
intitiated a massive payroent-in-kind (PIK) program br inging total federal 
commodity suport costs to $21 billion in 1983. Research on PIK (U.S. Department 
of Agriculture, 1983) indicates that net farm income will increase by 20 percent, 
machinery inputs will decrease by 2 percent and all other agricultural inputs 
will decrease by 6 percent. These changes will impact a rural comniinity in two 
wa>8. 

One, rural firms or individuals such as elevators, fertilizer firms, 
gasoline retailers and farm laborers from which farmers purchase inputs will 
experienco decreased demand for their products. In regional economic terms, 
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this is the "indirect" effect. Two, farm families receiving the PIK payment 
vill havA addit ional money. to sp«nd. Increased. household apendini( is referred • 
to. a* the "induced" effect. 

The estimated total effect of the PIk program on two Oklahoma communities 
is. shown in Table 6. The first community has about 40,000 population with a 
large service arc.i. The second community hds 1)500 population and has a small 
servic(> area. Outcomes arc estimated from a simulation model (Woods et al. ) 
which uses the gravity model and location quotient technique to derive an I-O 
(input-*output) model for a community and its service area. For Stillwater, a 
one dollar PIK payment generates $1.53 throughout the economy. Some sectors 
experience a positive impact whereas others experience a negative impact. The 
latter occurs because agricultural inputs, especially hired labor» will be 
reduced, the service and wholesale and retail seetora especially benefit from 
the increase in consumer spending resulting from increased incotne. 

The smaller corasunity with less service area receives only modest positive 
impact from the PIK program. For each PIK dollar, a total of $1.05 is 
generated thrnughout the small convnunity. In general, the agricultural input 
sectors have a negative impact and retail and services a positive impact. 

The principal crop is wheat on farms around the two communities shown in 
Table 6. Wheat had already been planted so fertilizer, pesticides and other 
operating inputs had been purchased. The PIK program for crops not yet planted 
would entail less input purchases and less payments, hence would be less 
beneficial to connunities. Communities will benefit from PIK induced higher 
comnodity prices after 1983 because of PIK-induced stock reduction. 
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TAftLE 6. Income Impact of PIK on Two Oklahoma Communities 
per Dollar of PIK Pavmrnt 



Community 



Stillwater Pawnee 



PIK Transfer Payment to Farmer 


$1.00 


SI. 00 


AKricuUure and Mining 


-.28 


-.05 


.Construction 


.00 


.00 


Man*Nondurable8 


.00 


.00 


Man-Durables 


.01 


.01 


Transportat ion 


.03 


-.01 


Coimunicat ions 


.00 


-.01 


Wholesale and Retail 


. 19 


.03 


Finance t Insurance and Business Reoair 


.14 


.00 


Professional and Related Services 


.49 


.08 




SI. 58 


$1.05 



Source: Unpublished results from Gerald Doeksen, Department of 
Agricultural Economics, Oklahoma State University. 
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A coBWodity program of the 1983 cost and acreage magnitude seems 
unsuatainable. After stocks are brought down to reasonable levels, new 
directions for coumodity programs need to be considered '}J * 

Rt starch and Extension 



development of scale-neutral technologies (Carter et alj. Output-increasing 
technologies such as improved varieties and management emphasited by land grant 
university research and extension probably does not have a major impact on farm 
sise and numbers. Agricultural research iind extension have been high-payoff 
investments in the past and will be essential to keep farmers competitive in 
world markets in the future. 



3/ The following program option is market oriented, discouraging 
international production and encouraging consumption with lower prices. The 
program frees larger farms to use their efficiency to compete in international 
markets while providing income protection for family sise farms. Supply 
control and nonrecourse loan suoport would be abolished. 

Small farms do not benefit much from commodity programs and many part-time 
small farmers do not need income support; medium size farms are moat at risk 
and most need programs. A greater share of funds could be focused on 
medium-sised farms by retaining the target price at levels that cover nonland 
cost of production and with payments limited to (say) $25,000 per operator 
recipient. The deficiency payment would be based on the difference between the 
market price and the target price on three-fourths of normal yield times base 
acreage. Established yields and acreage bases would remain unchanged for at 
least the four-year life of the program. The Parmer Owned Reserve might be 
retained to promote economic stability but with a cap for each commodity— in 
the case of wheat, at about 800 million bushels. Any unfilled capacity in the 
Parmer Owned Reserve would be prorated tc farmers according to established 
yield and base acreage. Farmers would have incentives to cutback excessive 
output becac'se incremental output would receive the market price. 



Publicly supoorted agricultural research and extension emphasizes 
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Rural Services 

SofBt federal programs influence farm and connunity structure by reducing 
coats of connunity services through technical assistance^ low interest loans and, 
in sone cases, direct subsidiesi Governtsent assistance to electrical, water, 



rural towns or cities if they had to pay the high full cost of bringing public 
aervices to their farm residence. The net impact on rural connunities from 
withdrawing federal assistance to rural services night be small because the 

decrease in the number of farm residents would tend to be offset by an increase 
in town residents. 

Work Force and Human Services Policy 

Manufacturing is the largest single industry in many rural counties. It 
has been attracted to rural areas in part by low labor costs. The importance 
of nonfarm industry to rural counties and to farming is clear— two-thirds of 
total income of farm people is from off-farm sources. For manufacturing 
industries to flourish in rural communities, federal and state governments 
must resist measures to arbitrarily raise wages above market levels. A federal 
wage supplement might be useful to (1) provide a socially acceptable wage to 
persons who have limited earning capacity, (2) promote employment especially 
in labor intensive industries competing against imports, and (3) encourage 
employers to hire disadvantaged workers. 



telephone, school bus and other services encourages people holding nonfarm jobs 



to reside on small farms. Many such rural residents would choose to live in 
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Education, welfare and health service prograna provide major benefits to 
rural areas. Their impact on farm and community structure is not well 
underatood. Posaiblc reforaa are diacuaaed elaevhere (Tweeten and Brinknan, 
XJhaptera 5 and 6). 

Tax Lawa 

The nation's tax policies impact rural conmunities both directly and, 
.through fara atructure, indirectly, Federal tax policiea need not favor but 
ao«et.i«ea have, favored corporationa over aole proprietor buaineaa 
organiaations, large farma over medium and small aize farms and capital over 
labor. Accelerated depreciation allowances and investment tax credits 
encourage aubstitutlon of capital for labor in production proceaaea, thereby 
increaaing farm aiae and decreasing farm numbers. A BK>re resource-neutral 
tax policy could promote earnings and employment on farms, in rural conrninities 
and in urban communities. 

CONCLUSIONS 

Conclusions of this study are aa follows: 

(I) The economic base of many rural communities is agriculture, A large 
number of rural communities with growing nonfarm population and a diversified 
economic base aIso rely partly on agriculture for income. The future of all 
these conraunities depends in no small degree on farm structure and in^jome. 

It aeems unlikely that food and agriculture will be dominated either bv 
chronic aurplus or chronic shortage in the next two decades. Real farm prices 
are expected to fluctuate but around a somewhat flat trajectory over time. 
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Persiitent real farm price gains that could transform economic fortunes of 
rural comunitiea seem unlikely. The real demand for farm output and hence 
agriculture's contribution to the economic base in rural areas is expected 
to grow tbouc 1.5-2.0 percent per year on the average to year 2000, 

. f"" population will tend to stabilise. About as many farms will exit 
-(particularly full-tira« smaller farms) as enter (particularly large farms and 
part-time smaller farms). 

Sole reliance for. food and fiber on small farms would increase the farm 
population and boost rural community activities which depend on the number of 
people but society would pay a substantial price in terms of higher food costs 
and lost export earnings. 

(2) The economic base of rural communities is highly diversified, contains 
many similarities to the economic base of urban communities, and is integrated 
into national and international markets and government policies. 

Farmers increasingly depend on the nonfar»^ sector for production inputs 
and off-farm jobs. More nonfarm workers are moving to ^mall farms. With 
integration of farms and hence rural comrnunities into national and 
international output and input markets, federal transfer payment and monetary- 
fiscal policies become more important for the well-being of farms and rural 
communities. Federal policies to keep international trade channels open and 
promote steady economic progress without marked unemployment and inflation 
are critical for economic health of agriculture and rural communities. 
Decisive action is also required to bring dairy and grain, especially wheat, 
supplies in line with demand either by lower market and support prices or 
through supply control, 
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ECONOMIC INTRRRKUTIONSHIPS IfJ THR RURAL COMMl'NITY 
J« Dean Jansma * 

. liTROOUCTION 

A recent book, sponsored by the American Agricultural gcondmlcs Association 
.md published by the University of Minnesota, includes three review articles 
under the general heading "Rural People, Communities and Regions." (Martin, 
1981). These three articles reference more than 1,000 published studlei relating 
to aoioe aspect of the Intorr-lationshlps among various economic entitles within 
rural regions. Thus, the general topic of economic interdependenctea in 
rural communities has not escaped the Interest of economists or other social 
sclentlsta. 

What then, can be added by another look at this complex set of linkages 
between the agricultural sector and the rural comiwnlty? Perhapa the most 
proaislng area for making a contribution is to focus the discussion somewhere 
between the generalUatloni associated with theoretical formulations and the 
empirical estimates of studies of specific programs or regions. In more 
specific terms, the thrust here will be on what are some of the relevant 
questions which should be asked when considering alternative strategies for 
Implementing policies which will effect agriculture-rural community 
Interrelationships. By providing a structure for these questions, it Is 



* Professor of Agricultural Scononlcs, Penn State University, 
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hoped that the basics of an economic framework for viewing policy alternatives 
can be developed. 

One caveat before proceedinj?. The discussion here will be limited to two 
,conc«rnar-«cono«ic efficiency and distributional impacts. A host of related 
concerns (e.g., social, political, cultural) arc arbitrarily defined as beinR 
outside the boundaries of our assiftniaent. This is not to suggest these concerns 
are less important, but rather that afficiency and distributional issues are the 
targets in this analysis. 

PETEMIWAWTS OF RUML AREA ECONOMIC VIABILITY 

Before addressing the question of the kind and magnitude of impacts 
resulting from implementing policies affecting the agricultural-rural community 
linkages, it is necessary to determine what forces are responsible for the 
economic viability of a rural community. That is. ve need to develop "norms" 
or benchmark data. In general, the determinants of the economic viabilitv of 
an area can be traced to four interrelated forces: 

The level of demand for goods and services in the region . A conceptual 
basis for viewing the level of demand as the basis for economic viability is 
provided in export-base theorv. The causality link is that the level of 
economic activity in a community is determined largely by the extent to which 
that cosmuinity can export goods and services. That is, what does the community 
produce that is desired by the "outside world," However, this descriptive 
demand-oriented model does not address the question of what forces determine 
the demand for the goods and services produced in a region. 

2^ "H^e level and productivity cf the human and natural resources in the 
region. The competitiveness of the input to output relationships \b another 
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deCArminAnt oC an area's economic viability. That is, how productive and what 
ii the level of availability of reaourcea i>t a oarticular region when compared 
to other regions producinjt similar goods and services? Related are a host of 
.questions concerning such factors as resource mobility, spatial relationships, 



eee. 



3) Economies of size . The effect of economies of size on the shape 
and composition oi a comunity provides an added dimension to the -ienand 
considerations mentioned above. For example, as economies of size forces 
push for \arger and larger f anas » the number of farms decrease with a 
corresponding decline in the number of farm families. The expected result is 
a decrease in the demand for «oods and services in the local corareunitv. Thus 
the economies of size factors are an important first round effect on the 
relationship between agriculture and the rural community. Relatively large 
multipliers generally associated with the agriculture sector suggests there 
are also important second and subsequent round effects. (TT^e tmiUiplier ia 
an estimate of the total economic activity generated by an original l.O unit 
increase in agriculture production.) The guidelin'jn provided by central 
place theory, in conjunction with export-base theory, assists in predicting 
the type of rural coassunity that will be associated with various types of 
agriculture production areas. 

4) Historica.1 precedence . Although of less inmiediate concern in evaluating 
most policy proposals, historical precedence is an important consideration when 
attempting to explain the current size and composition of rural conmunit ies . 
The location of a firm which starts in "grandma's kitchen" and grows into a 
multinational firm with headquarters at the original rural site is difficult 

to predict. Similarly, one would probably not predict that the rural town of 
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Rochest^ Minnesota would be the home of the world famous Mayo Clinic. Public, 
at well aa private investaents are isportant in determining the size and 
coitposition of a significant nuaber of rural coonunities. Many of our Land 
Grant Universities are located in rural conaunities but the econoeiic baae of 
theae coasunitiea is not the agriculture sector in the surrounding countryside. 

FRAMEWORK FOR EVALUATIMG POLICY IMPACTS 

Once the benchmark measures have been developed, the next assignMnt ia 
to exaaine the effects of alternative atrategiea for iapleokMtins policies. 
It is my belief that economic efficiency ia often used to justify policies , 
but distributional impacts play a more important role in the adoption and 
implementation of policies. I think this is a crucL 1 point and needs to 
be ex;«mined in more detail. 

There are two major approar.iea to evaluating policv alternative* when 
designing programs. (Cameroni 1970| Cumberland, 1973, Leven, 1965). One is 
the efficiency approach where the mo*^! efficienr. area, techniqufii incon<) class 
(or some other grouping) is selected as the beniflciary of a policy action 
regardless of the distributional conaequ(>nces . This approach is responsible 
for a great deal of Interesting rhetoric, but it is used infrequently as a 
a ingle objective in public decision making. The whole concept of economic 
efficiency as a single objective is somewhat counter to our system of 
representative government in which congressmen represent a group of citisens 
within a spatially defined district. Thus, economic efficiency is a useful 
yardstick against which the costs and benefits of various policy alternatives 
are measured, but it is not often used as the single criteria for the allocation 
of public funds. 
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A stcond ipproich, which is weighted toward the distributional concerns, is 
baaed on Raining policy object ivaa through a system of planned adjustments. The 
rationale for this approcch is usually based on one of the following arguments. 

1) the Impact of past deciaions mu«t be incorporated into current policy 
dmeisiona. For example, coanwdity payments for selected agricultural programs 
have been capitalized into land prices and suspension of these programs would 
now result in major losses to present land owners. Thus, present policies, 

it is argued, need to consider the effects of previous actions. Using another 
example » it is argued that individuals who have invested private capital on 
the presumed continued availability of publicly aupplied irrigation water or 
gracing permits to public land should be protected. 

2) Fairness is a second reason given for the development of programs which 
help people in areas with insufficient resources to compete in Che market place. 
If resources are issiobile, the argument is that we need to develop policies to 
either increase mobility (normally not an alternative held in high esteem by the 
Congressman whose district will experience the exodus) or to bring additional 
resources to the region. The rationale for transferring additional resources to 
an area take almost as many forms as there are policy alternatives. Some are 
simply attempts to assist lagging areas— the programs of the Appalachian 
Coonisaion are an example of this approach. Others follow the classic "infant 
industry" arguments which call for subsidies, often in the form of low cost 
loans or subsidised wtfges, until an industry is well enough established to 
compete on an equal basis. A third approach is to increase the flow of knowledge 
to a region to increase productivity while a fourth is to enhance the distribution 
of information about a region to insure potential entrepreneurs recognise the 
opportunities available in the specttic co-witmity. 
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APPLICATION OP THE EVALUATION FRAMEWORK 

The focuf here will be to examine the probable impacts of hypothetical 
policiei which result in a change in agriculture production. For example, what 
are the aggregate. inpaet a oi a program associated with increased agriculture 
production? Edwards (1983) argues, on the basis of national input-output tables 
that the probable overall nu ItLplier ef fee t assoc itited with cin increase in 
agriculture production for domestic consumption is in the 2.5 range. Conversely 
if the increased agriculture production is destined for export, the estimated 
multiplier is probably closer to 1.8, The major reason for the difference in 
the eiie of the multipliers is due to the forward linkages associated with 
the increase in production. That is, when agriculture production ia for 
domestic consumption^ the agriculture products tend to move from agriculture 
to the food and kindred sector for further processing and then into the 
wholesale and retail trade channela. Each step in the process increases 
economic activity and enlarges the overall multiplier effect. Conversely, 
the forward linkages associated with increased agriculture production for 
export is often limited to transportation to a shipping terminal where any 
additional activity associated with commodity is "leaked" from the system 
with no further stimulus to the economy. 

Heasurement of other forward linked impacts such as an increase in farm 
family expenditures for consumption items requires another set of questions. 
If there are no policy provisions to support price, an increase in agriculture 
production without a comparabli" in/raaa** in export for commodities with an 
inelastic dcmjnd (a majority of farm prodacts) will result in an aggregate 
decrease in returns to the farm sector (i.e., prices will decrease more than 
quantity increases). In reality, there wiU probably be aome farmers with 
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tignificant gains and others with severe losses. There is little disagreeaent , 
however I that in nearly aU cases the major beneficiary will be the international 
and doMstic consumer who gains through increased product availability and lower 
prieet* 

Prom a backward linkage perspective, the results are not significantly 
■different in the two scenarios. Increases in the demand for seed, fertiliser, 
machinery and other farm production will be similar regardless of whether the 
ultimate dispostion of the product is for export or domestic consumption. 

Similarly, the differences in the impact on local goveinoKnt revenues 
and expenditures would be minimal. Ssutl area input-out studies suggest that 
increa8e(f activity in the agriculture sector results in only small increases in 
local government revenue. (Sharna and Conner, 1974) In general, studies have 
found that unless policy has a significant effect on the property tax, the 
impact on local government revenues will tend to be small. Changes in the 
level and composition of expenditures by local government resulting from the 
implementation of a policy will depend on whether new infrastructure is 
required. 

Other typos of agriculture policies would have different impacts. Programs 
designed to hold land and/or labor resources out of production (e.x., land bank 
programs, PIK, etc.) hAve a direct effect on firms supplying inputs to agriculture 
Thus, evaluating the backward linked economic activities becomes a more important 
concern, but it does not negate the need to examine the forward linkages 
discussed in the previous example. In both examples, the type and probable 
distributional impacts among the agricultural subsectors (e.g., poultry, dairy, 
grains) and their corresponding impact on the rural cosmunity needs to be 
evaluated. 
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An inpacL that is often neglected, or it least treated only in generaltiea, 
is the spatial distribution of costs and benefits of public prograas. An article 
by Tolley (1959) entitled, "Reclamation's Influence on the Rest of Agriculture" 
is a classic study of the spatial distribution of impacts resulting fron 
subsidized irrigation water being supplied by the Bureau of Reclanation. He 
exanines the spatial impacts of increased cotton production on irrigated areas 
in the West on other regions of the nation through an acreage change matrix. 
Although the study is now dated and Tolley admits the concept is more important 
than the exact numbers, he concludes that "—-it may be that one farmworker 
for every twenty remaining in southern agriculture has been displaced by 
western reclamation." (p. 180). 

A related concern is the extent to which the size and distribution of 
impacts depends on the complexity of the economic system where the policy is 
being implemented (Jansma, et al 1981). For example, the frequency of need 
for a particular good or service t^o support agriculture production in an area 
is one predictor of its availability. The farmer's demand for gas, lubricants 
and minor repairs is likely to be at least weekly. In addition, the capital 
requirements for a gas station-minor repair shop are relatively low. Thus, 
nearly every rural community will have this type of business activity. 
Conversely, farm equipment is purchased less frequently and dealers often have 
substantial overhead and must sell a relatively large number of units to cover 
fixed costs. As a result, major farm equipment dealers tend to be located in 
medium or larger sized rural conmuntttes. In terms of impact, policies which 
effect short run decisions (i.e., the purchase of fuel and minor repairs) 
will tt^nd to affect smaller communities the most, while policies more directly 
affecting intermediate to long term decisions (machinery or land purchases) 
will be more of a consideration in the larger rural communities. 
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Another factor that should be included in any evaluation of the impact 
of policy alternatives is the hif?h and increasing? percentaRe of the farm 
population'^ peraonal income derived from non-farm sourceii. Recent statistics 



is from non-farm sources. (USDA, 1982) Thus, any measure of the impact of 
agriculture policy needs to include not only the direct relationship between 
the agriculture sector and the community, but also the effect a change in 
agriculture policy will have on the ratio of farm to non-farm sources of 
Income— and hov a change in this ratio effects the economic viability of 
the entire community. 

A PROPOSAL 

This review of some of the factors affecting the interrelationships between 
this agricultural sector and the rural comunity suggests, in ny opinion, the 
need to focus attention on the development of impact statements when evaluating 
various strategies for implementing public policy. It is argued here that in 
addition to mftasures of overall cost effectiveness (or benefit to cost comparisons 
if the benefits are readily quantifiable) there should also be an emphasis on 
the "who and where" impacts. 

The desirability of a Keneral comparison of the costs and benefits of a 
policy proposal Is generally accepted — at least by most economists. That is, 
measures such as cost per acre of land retired or net outlay per emoloyee 
retrained are usually accepted as useful indicators of a policy's desirability. 
I would arRiio there is also a need to provide policy makers with additional 
information about the second and subsequent round effects of implementing 
various policy alternatives. 



(1981) indicate that 59 percent of the 'personal income of the farm population 
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For «„«ple, would it be th.t difficult to evaluate the prob.ble impact 
of .Usrnative f«» prog««. in ter«» of the following question.? 

1) Who .re the prir»ry benef ic i.ri«. .nd .re the benefit, coneentr.t.d in 
• •pacific ere* or region? 

2) l*.t i, the gener.l level .nd .ector.l di.tribution (both positive .nd 
neg-tive) of the forw.rd .nd b.ckw.rd linkage, ...ociated with changes in the 
priawry beneficiaries? 

3) How are the i.pacc. resulting fro« implementing this policy distributed 
• ••ong various tncoM classes? 

A trade-off would need to b. wde between the cost of this additional 
information and the value of the infornuition to policy makers. However. I would 
argue that "rule of thumb" estimate, of who gain, and who lose, and where the 
.benefits .nd co.t. would be located would be . co.t effective .ctivity. 

I would e,ph..i.. th.t I not suggesting we undert.k. a major re.e.rch 
endeavor to study e.ch policy alternative. Rather, the sugge.tion is to use 
the r...arch base that is available-plus allocating a minimal amount of fund, 
to add to thi. base-in or^er to provide bett.r information to the policy maker, 
who are required to make the difficult policy decisions. 
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mmx iMMS «na muguuiml amHrriEs 

CMfcterint Imna^ 



In adArMting th« tqpie "Ffloily Vaxm ind AgricultiffAl GonmxatiM/ 
X*d lUm fint to mumdrm Mveraa qutitiont that must te anM»r«d tefor* 
any UMful ditcuflsionB of piislic policy toward family fazma or agricultur- 
al CQitnjiitits can taka place. 

Aa a %«y to pit tha iaaua in parapaetiva, I'd lite to poaa a quaa* 

tiont Itiat ia it about fanily fazmara that eapturaa tha ooncam and imagi- 
nation of tha nor^faming pt^lic? Tb anawar that quaation, X will briefly 
axandna: 



• lha ralatioraiiip be t w e en fsidly fame and 
agricultural oannmitiaa; 

• Itiat it: maana to "aaveT the ftnily fazm; 

9 Long range policiea that nuat be put in 
place if Ml are to aava the family farm. 



Moet peqple %ho ainozt tenily fam peroeive a relationship between 
a healthy family £az»-baaed eoonaiy and the exietence of a healthy agri- 

*Aaaociate Dlractor« Rural GbaUticn 
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cultural comunity. Sane taXtJ this several steps further and relate the 
well-beirxj of the entire U.S. econcny to the health of family farms. 

A anallr but growing, body of research has atteT\pted to prcr/e empiri- 
cally that the econcmiCf social and political make up of rural canmnities 
is directly related to the Wind of agriculture practiced around them* 
Wiile these studies have not examined these relationships over time, they 
are the body of evidence supporting the thesis that fardly farm^based agri- 
cultural coTiTTunities have better social services, carmunity life and smll 
business sectors than do ccmrui ities surrounded by large, non- family 
fanns. Cormunities surrounded by larger, non-family, "industrial" farms 
are nv^rked by higher levels of poverty and econanic inequity, fe^r busi- 
nesses and services, poor hcusing and cotmunity services, and a larger pop- 
ulation of umarried males and' transients (and, hence^ businesses and ser- 
vices that cater to than rather than to families) . 

Most of these studies are vgell-known and build upon the historic vtork 
of Dr. Walter CSoldschmidt in 1944, studied tv« San Joaquin Valley 

tOMis, Arvin and Dinuba. He fo'tnd that Dinuba, surrowtded by family-owned 
farms, vas healthier econcmically, socially and politically than vas 
Arvin, a town of ccnparable size surrounded by larger, more industrialtype 
farms. More recent studies have reached similar conclusiona and have am- 
plified Goldschmidt ' s work. (See Fujimoto, et.al., Rodefeld, McCannell) 




In a recent paper, rural sociologist Dean McCannell of the University 
of California, Davis, noted the follcwir^ relationship between carmunity 
and fann size: 



Midwestern rural connanities are different frcm 
cotmunities in the Anerican South and West in aliroat 
every respect except that many of the problems they 
currently face can also be traced to increasing farm 
size, and land and capital concentration in agricul- 
ture. The coTfnixiities of the Aterican Midvgest were 
originally poredoninantly middle class and professional 
and functioned as service and m&r]cet centers for the 
8iTrrt)unding locally owned and operated farms stu- 
dies... .indicate that the norber of businesses and ser*- 
vices found in Mil towns in Iowa and Nebraska is much 
greater per mit of population thaa in other areas of 
the U.S. ... [MjidwBstern caimmities have twice as 
many businesses and services per capita than their 
Western counterparts. . . . 

Vhile the nature of their vulnerability is quite 
different fran carmunities in the other regions of the 
U.S., Midwestern towns are equally at risk fron increas- 
ing concentration of fann ownership. Even as ownership 
ronsins local and labor remains in the f«nily unit, de- 
creasing the nunber of farms in the region erodes the 
support base for the cotimxiities. . . . Scm of the busi- 
nesses stagnate and collapse while others move into the 
larger regional centers, vitiating the infrastructures 
of the small cannimities. 



Thus, a large nunber of femily fams provides a stable econonic and 
political base fcy creating a stable population with a tangible stake in 
its connuiity's well being. This concept is the very mderpining of Ameri- 
can political Fhilosc^y whidi equates landowiership with political pcwer 
and stability. As U.S.D.A. historian David Brewster explains, 



So strong was this convictioni that land owner- 
ship hos a factor in decidirq who could vote well into 
the lOth century. The traditional attiti^ held that 
peqple vho posessed property had an unmistakable stakjj 
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in society. Their holdings dananded protection and 
freed than from the threat of econcmic coercion, thus 
malcing then the most desireable citizens. 

Fran this pranise derived an obvious conclu- 
sicn? the way to guarantee a repctolican form of 
governnsnt and a reliable electorate vas wide 
distribution of property. 



It is not surprising then that family farmers see themselves, and are 
seen by the public, as the bedrodc of danocracy. Of course, this concept 
of the fanily farm implies that a fanily fanner o^na his land. That state- 
mart is no longer a self-evident one, hcwever. 

Only about 50 percait of the farmland in the U.S. is fanned ty the 
perscn Who owns it. In fact, 70 percent of the people vA^o own farm land 
are not fazmers. Farm tenancy is increasingly conmon, and it is the rule, 
not the exception, fbr farmers* to own only part of the land they farm, and 
rent the rest. 

The fact that landownership is no longer a given in the definition of 
fanily farm backs us into the old, and difficult, question, "Vhat is a fam- 
ily farm?" It is just not an acadanic question, f)Ithou^ many an academic 
has vrestled v/ith it, because, in fact, the definition of family farm nwst 
be broadly understood and accepted if farm policy based on the "family 
farm" is to have any meaning- 

Fbr exemple, a recast Hew Ytaric Timee article highli^ted Secretary of 
Agriculture John Block's fanily farm in southern Illinois. Secretary 
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■■- Block refers to it as a "family" operation — all 3000 acres of it includ- 
ing its seven en^loyees v^ho produce 50,000 bushels of soy beans, 6000 
hogs, and 230,000 bushels of com per year. I would guess that Secretary 
Block's definition of family farm is very different fran that of the 
average" American, particularly ^en it canes to piijlic policy that 
supports family farms. 



The definition of "family farm" has charged drastically over the past 
two hundred years. General elements of the definitiorj include: land 
tenure, decision making, provision of labor, and incane. hksat people 
vculd assim a fitnily farm is one owned and operated ty a family whidi pco- 
vides the bulk of the labor on the farm and which makes all decisions rela- 
ted to farm operations. Su* a farm should generate enou^ inccme to sup- 
port the family* No definitions of "family farm" inply any standard size 
in terms of acreage or income, nor any standard farming practices* 



In his paper on the changing concept of the family farm, David 
Brewster notes, 



Gradually over two hundred years, the fonily 
farm concept has shed its ccn^ionents. Jefferson 
aati the institution as one caribining lan3, mamige- 
ment, sustenance and labor plus a host of elcnents 
that vtere even harder to pin down — political pro- 
bity, moral soundness, eoonanic stability and the 
like. By the 1940b, the family farm was perceived 
more narrcwly as a family controlled business that 
provided a living and full time aiployment. Ttoday, 
it is conronly regarded, in practice, as a farm that 
hires less than a designated amount of labor. Ihese 
definitions have not neatly sucx:eeded one another.... 
Mudi confi»ion about agricultural policy has arisen 
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in recent yvars because people using the same ex- 
pression have hod very different meanings in mind. 

TDday, a canrcnly accepted, by policy makers and economists at least, 
definition of "family farm" is one developed by U.S.D.A. econcmist Kadoje 
Ndkplitdi in 1972: 



The essential characteristics of a fcmily farm 
are not to be found in the kind of tenure, or in 
the si2se of sales, acreage or capital investment, 
but in the degree to %yhich productive effort and its 
reward are v^$ted in the fanily. 

Ihe family farm is a primary agricultural busi- 
ness in vihich the operator is a risk-taking n^ager, 
who with his family does moat of the farmvgork and per- 
forms most of the manac/erial activities. 



According to this definition, "most of the fannwork" means the farm 
operation c«iruiot use more than 1.5 person ysara of outside labor on the 
farm eadi year. Because this definition is so broad, almost every farm in 
this country becones a family farm, which means, writes David Brewster, 
that "policy meOcers [can] claim that, v^iatever prdolems beset the agricul- 
tural sector, the fanily farm is holding its own as a percentage of the 
total." 

I doubt that is is horf most Americans onvision the family farm, how- 
ever. Most people probably assune land ownership is on essential part of 
fanily faimiijg, not realizing perhaps that the high cost of farmlari^ and 
the increasing scale of agriculture make land cMnership, for new farmers 
especially, only a ranote possibility. Economist ton Paarlberg has argued 
that as "it l^ecanes increasingly difficult for nhe farmer to supply all 
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the factors of production, he will gradually slough off providing the capi- 
tal, owning the land aaJ even supplying the labor. Ite will retain to the 
laat that most precious role of all, entrepreneurship — the decision-mak- 
ing function." 

Critics of this concept vvonder how a farmer without control over 
land, labor and capital can, in fact, bo an entrepreneur, ^lowever knotty 
this conflict — particularly as it affects farm policy it will have to 

.be addressed and resolved in the very near future if farm pDlicy is to 

have any meaning. 



Many people also think the family farm is, by definition, a small 
farm or a limited resource oj^ration, Hius, in their minds, the reason to 
support pcfclic i»licy that helps the family farm is based on a wish to 
eliminate poverty. The "average" Anerican v^kj thinks of family farmers 
this ^y is of cairse, angry vhen slie/he hear about family farmers vJho 
operate 1000 or 10,000 acres and drive air conditional fbur-wheel drive 
tractors. They expect to feel sorry Cor farmers aivi instead wind up face- 
to-faco with middle incone people vA^o conplain about inadequate incone 
just as do auto workers or Icwyers or ftxleral bureaucrats. PeojHe v/ith 
this image of the family farm mtist feel they*ve Ixsen "had" by public 
ix)licy. This i3.m attitule carries over into attitules toward "rural pro- 
grans" — ix?ople aasiime that all rural prograins are ant i-ir)Verty programs 
vkxen they are not. 
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It is therefore in^rtant to re- frame the d^^ate around farm and 
rural policy so that the urban and suburban public s^ose support is neces- 
sary for the enactinent of such policies understands that the goal of such 
policies is not to oliminate poverty per se, but is to preserve the 
stable, prosperous econanic base that has been (and could be once more) 
generated by modeiate sized facnily farms* 



Aft Luther IWeeten explains .in a recent paperz 



Numerous studies of farm-ccnrnunity inter- 
actions reveal that moderate size farms are most 
closely consistent with the well-being of rural 
coTiTunities. Middle-class families support 
churciieSi schools, clubs, and ccntnercial busi- 
nesseB* Although the optimal size of a fcurm, if 
there is one, varies widely and no one size fits 
all conditions, the size of farm consistent with 
increased well-being of society as best measured 
with our crude tools is neither a anall nor a very 
large fann but rather is a moderat&-size family 
operation* 



It would appear, then, that for nuny people the real issue in "saving 
the family farm" Is saving a heterogeneous, pluralistic structure of agri- 
culture that encourages many scales of agriculture, broad based land 
ownerrf^ip area the poterrtial for the successful entry of ne^ farmers into 
agricultire. (Jhhappily, however, it is just this structure and the middle 
sized farmers that give it life, — the onos described so eloquently by 
Dr. TWeeten that we are now losing. 



Ihere are akXAit 2.3 million farms in the U.S., but in 1981 71 percent 
of than grossed less than $40,000 a ysaiv Ihe vast majority of 
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those fams gross less than $10|000 per year. These anall farms differ 
greatly £rcm one another # hcwover. f-lany mi^t best be called "rural resi* 
.dences." Seme anall farm q^rators use their fam operations as a hobby 
and make the bulk of their inccne el8«»here. Other anall farners %orK off 
the fam in order to make enough incane to stay on the farm. Same small 
fanners — particularly miiority fanners and those in regions like Appala- 
chia — are chronically poor and are severely limited in their access to 
land anS capital. These 1.63 million farms aocouited fbr only 13 percent 
of the value of all farm output in 1961. 

At the other end of the scale, about 5 percent of all farn« about 
115,000 (farms) grossed more than $200,000 in 1981. These farms accounted 
fbr 49 percent of the value of farm output. According to U.S.D.A. project 
tione, the year 2000, the largest three percent of US farms will con- 
trol 66 percent of farm output. 

In the middle £ure the operators most of us would call "family far- 
mers" — those Who gross $40, 000-5200,000 per year. In 1981, 24 percent 
of all farms vsre of this "mid-size" and accounted fbr 38 percent of all 
farm output. In 1978, however, 19.6 percent of all fatns were of this 
size and accounted for 37 percent of the value of farm output. In con- 
trast, in 1978, only 2.4 percent of all farms grossed iiore than $200,000 
per year, and accounted for 39.3 percent of all farm output. 

The U.S.D.A. study A Tiwe lb Qwose noted, too, that "the full time 
farmers v*>o are having the most difficulty survivir^ as fanrvers fall 




within the $40,000 to $100|000 sales group. These are men and ^^aaen vJho 
have farms that ar^, for the most part, large enoi*^^ to realize most of 
the efficiencies associated with sizs, v^o have little off farm incanei 
and WhOi in sqne cases do not have sufficient volune for an adequate 
incane." 

These fams are v^at eccnoniists now call the "disappearing middle*" 
As U.S.D.A. econcmist t^eal Peterson explained in Fmaliim (^ril 1962), 
"These mid size farms [Sd. ^tote: Those that gross $40,000-99,999 especial- 
ly] 8e«n to be too large for part time f^ums and too anall for full time 
farms. They are under greatest adjusUnent pressure." These farms are 
forced to expand to increase production, and hence gross sales, or to con- 
tract and rely more heavily on off farm in;:cme. Peterson and associate 
Ponn Rftimund conclude that these nrdd size farmers face conpetition £rcm 
all sides and that "as their nurbers rise* there seems little likelihood 
of easily replenishing thoir ranks." Ironically, the typical farmer in 
the lowest sales categories can often out bid the mid size farmer for land 
and other resources because farmers in lower sales categories tend to have 
significantly larger off- farm inccme. 

Yet it is within the middle range of farm operations that the grea- 
test econanies of scale eure reached, nunerous researchers have concluded. 
(See Madden, Miller et.al.) Summarizing this research, Luther TWeeien 
notes, " In short, the c^imal sii . of farm to increase well being as best 
that can be measured appears to be the typiced canmercial size farm of 
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today — approximately $100,000 in sales and $1 million in production 
assets," But given lew farm prices and the hi^ fixed costs of machinery 
and equipment, it is difficult for a farmer to stay moderate-sized when 
..given the opportwiity to grow. The cottoination of market forces and pub^ 
lie policies that reward, for exonple, volune of production and the pur- 
dvise of large scade equipment, have made the middle incons farmers "dis- 
appear** — despite the fact that mid-sized farms appear to be the frost ef- 
ficient users of econcmic and natural resources and the most beneficial to 
rural canrunities. 

Given the roverity of the crisis in agriculture, many people argue 
that all farmers — not just those in the "disappearing middle" — are 
suffering. Tbday»s farm problans are often likened to t'nose of the Great 
Depression of the 1930s, ait' the farm crisis of the 1980s is affecting 
farmers very differently than did the depression of the 1930b, And those 
differences get to the roots of today's prbblans. 

In the 1930s, agriculture vas r>ot as top heavy as it is today, thus, 
\4iile sane farmers were better off than others, the disparity between then 
\«s not as great as it is today; the depression of the 1930ft hit the great 
majority of farmers pretty hard. Today, however, the farm crisis has not 
struck with such impartiality. The most grajtiic example of this uneven- 
handedness is the fact that about 50 percent of all farmers now carry all 
$200 billion of thu nation's farm debt. As mil Street Jbumal reported 
Meg Cox has noted, the hic^ coet of farming has "stratified" operators 
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along the lines of debt. Those fanners vho inherited land or did not over- 
leverage thotteelvBS to finance expansion in the late 1960s and throughoux 
the 10709 are now relatively debt free. Ihey are in a different situation 
than are those with heavy d^a. 

But even those farmers without d^ face huge fixed operating costs. 
As fanner Itobert IXixbury, former South Dakota State Agriculture ccmuission- 
er, told reporter Oox, "In the 19308 and 19409, if there was a bad year, 
yoa could slide along av^iXe, famers burned wood, had no electricity and 
raised their own food. New, your fixed expenses are so high, you can lose 
in one i^ar more than you can recover in five or 10 pretty good years." 

Thus, today's "farm probW is not just a reflect^ion of inadequate 
ixvcme and a nationwide depression. It is, instead, an incane problan 
overlaid upon a systen vhich has beoone increasingly unstable* 

As the u.S.D.A. report A Tine to Choose notes. 



The inherent instability in agriculture signif- 
icantly increased in the 1970s with the advent of 
rapid growth in foreign markets. This instability, 
ultimately refined in farm earnings, most severely 
affects those faiins most reliant on farm incane, 
vAio also depend mL«t heavily on dt^ financing — 
the priiiary and, to a lesser extent, the anail far- 
mers 

the financial structure of farms is much lUt*- 
ferent today, owing to the proportionately larger 
use of purctiased production ir^xits and the still 
growing use of debt capital. This has greatly in- 
creased the annual ca^ requirenents of most farms, 
because they now have leurger cind more nLineroas fixed 
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financial obligations, this pattern varies across 
farm sizes, beconing greater for fams of larger 
sizes.... vJhere the d^-to-asset and cash-expense- 
to-production-receipt ratios are mucti larger than 
for the sMller ones. (66) 



In its report ttm Qianging Charactar and Struetw of Magicsn 
j^qrioultig^ i the U.S. General Acoounting Office samdrised the problem 



Since World Weu* IIi general inflation and ris-* 
ing coots of farm inputs have oontinually narrcMed 
profit margins, lb survive, to maintain inconsi 
the surviving farmer increased his farm size, ex- 
panded production, and sou^t off-faxm inoane. Vhile 
the cost-price squeeze during the 19508 and 1960s 
roTOved mary of those amaaier volune farmers v*io did 
expanl or improve production, even the most aggressive 
farmers of the 1970b are feeling econanic pressures. 
This is because biological productivity per acre has 
leveled off and ther^ has limited,, at least tentporar- 
ilyr future production increases to fann expansion, 
ihis cost price squeece particularly inhibits the en- 
tering faxTwrs Whose land amn^ization costs alone 
can exceed over 40 percent of this gross incane in an 
average production year. Sli^t variations in yield 
and prices can cause extrone financial difficulties. 



Given the ccmplexity of this situation, it is nearly impossible to 
preacribe one or two ranedies to the "feum Eroblam," particularly Oien the 
'•probi€n^* is defined as a structural one, rather than a "family farm" prob- 
lem. Pron ry observations, it would appear that public concern about v*iat 
is happenirtg to fcxnily fanners is really a concern about the loss of an 
agricultural systen that offers the possibility of a diversified, plura- 
listic base — one vJhich creates opportunities for new entry fanners and 
one vJhich does not allow the public monies to encourage the unlimited 
growth of farm operations. Because Americans equate, and probably 



this way: 
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correctly, broadbased ownership of land with political stability and 
econcmic headth, efforts to create a fanti eoonany that prcrotes audi broad- 
based OMier^up ouctit to have widespread pii^lxc support. 

It is ironic that the itost vociferous critics of efforts to "restrue- 
turef* agriculture are often farmers themselves, moat of whan have a vested 
interest in agriculture as it exists now. Most farrors r^l at the idea 
(or at least have in the past) of syjpply controls, caps on target or other 
support payrrttnts, or lindtaticns on vA^o or hew many bushels of production 
can receive price supports (a la the Brannar plan) . Many family farmers 
want to be able to expand as much as they can even though the nation has 
long since passed the point where every farmer could grow without having 
to cannabilize a neighbor or two to do so. In addition, the nation no 
longer needs to increase the scale of agriculture or reduce the nunbers of 
farmers on the land in order to maximize efficiency- Bast fam policy has 
encouraged surfi growth, but it is clearly time to re-thirik policy goals in 
li<^t of a drastically altered structure of agriculture. 

Given the currarit structure of agriculture, pUblic policy ax)d pro- 
grans can tto longer simply put wore money into agriculture or into rural 
areas and assune it 'will benefit all farmers or all rural people, in 
fact, with the current structure of agriculture, simply increasing farm 
support prices, without any thought to targeting than or to long range 
goals, mi^t further consolidate the power of the wealthiest farrrors and 



223 



non-faim investors in agriculture, and further reduce the options for new 
entry farrrors or for the stabilization of the disappearing middle. 



Certainly there is no guarantee that inci^iiaing farm incane will auto- 
matically ijTtprove the rural econory. As we've seen, only a few coi^tica 
are agricultural today and, second, given the structure of agriculture, 
money flortng into today's farm eoonoiiy may go straight to corporations or 
investors in New York, Chicago or San Francisco — not to Churdan, Iowa, 
or to Wadeaboro, North Carolina, or to Junction, Texas. 



As Dean McCannell explains. 



Accelerating concentration of land and capital 
v/ithin agriculture during the last 25 years has 
produced a new and cljaor division within the rural 
sector: nanely policies that benefit large scale 
agricultural businesses do not autoratically irnijrcwe 
the life of agricultural laborers and rural non farm 
peoples. In fact, there is rtounting evidence that 
current policies designed to pranotie agriculture, in- 
sofar as they lead to the the expansion of existing 
operations and greater concentration, in actual 
practice also pranote the deterioration of rural can- 
mwity life. 



To create the structure of agriculture necessary to preserve the 
family fann cvivocates will have to develop, articulate arxi support enact- 
ment of nuy>iic policy with qreater clarity and consistency than they have 
in the £xist. Various U.S. rxapartnont of Agriculture studies indicate that 
if current tvofxls continue, coricentration within the fam sector will also 
continued .^ntl intensify. Costs of witr/ into agriculture — as a land- 
cwier, K'MK is — will becono pr.'iu))itive, an^l the nu^ ^U^apnoaring niddlo 
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will disappear entirely. It will take specific, sustained intervention 
in the farm econony to change the cxaurse of American agriculture. Anyone 
concernod aixaut the fate of agricultural cownunities and about the future 



Because Congress will write another omnibus farn bill in 1985 , now 
is time to examine the policies and programs that will encourage an agri- 
cultural system with options fbr new fanners, fbr innovative farming te*- 
niquoa and fbr minority farmers; a syston vJliich pronotes the sound manage- 
ment of food producing resources including soil, water and energy; and a 
system v*iich does not encourage the concentration of resources into farms 
^x<A\ are larger than efficiency wDuld dictate. 

Several things must happen before an agricultural syston like the one 
I've just described is even a possibility. 

First, we rnjst sort out the incone needs of smaller farmers from the 
neetl to create a stable farm econony. In the past, farm policy has 
atten^*ed to reduce poverty in the farm sector and to stabilize farm 
prices. Tbday, the goal of "price policy" mi^t better be eliminating the 
sectoral instability generated by the ever-tic^tening cost-price squeeze. 
Hit: export rnarket alone can't do this; here, then, I disagree substantial- 
ly with the reccmnendation of the new Acini ni at rat ion rural policy which 
states that by exf«nding the export of "agriculturad and other rural pro- 
ducts," the overall econaoic situation in ;^nerica*s rural carmunities will 



of broad-based ov^iership of land should support such intervention. 




4 



ERIC 



225 



ifnirGve. Ihe r6p:>rt further claiiHs that arall businesses "rray be especial- 
ly well suited to play a najor role in expanding exports of processed agri- 
cultiral products." Given the current structure of agriculture, it seons 
unliXely that esqpandlng exports will benefit anall producers or anall busi- 
nesses. 

Supply controls cofnbined with a coherent and stable export policy and 
a prioe policy that supports faxm. prices sooevJhere close to cost of produc- 
tion would go a long way toward making agriculture more stable. Finally^ 
ym mi^ lock at a Brannan-type plan that would limit the amomt of produc- 
tion for vhich any one producer could receive federal si^pports or pay- 
ments; this limit would reflect the scale of production needed to reach 
econcmies of size. Such a plan should enjoy public support, particularly 
at a time when the federed budgiat is under suc^ close scrutiry. 

Second, pitolic policy must address, and diange, the fact that agricul- 
ture is new more profitable for those Who own fann land and sana kinds of 
production assets than it is for actual fazm producers who do riDt own faxm 
land* In fact, for the last decade or so, capital gains have generated 
Riore farm incone than has the sale of feum caniDdities. This has made ag- 
riculture a prime target for speculators and has turned famers into specu- 
lators. Obviously, federal tax lekts must be dianged ao that speculation 
and investment are not rewarded wore than is the actual vork of producing 
food. 
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Finally, given the high cost of entry into agriculture, special cre- 
dit arxi technical assistance programs must be made available to qualified 
new farmers. Ihe Minnesota state new fanner progran is a model for such a 
new fanner progran. Along with the creation of new farmer programs should 
cone a redirection of the Farnvers Fione /^^nistration to insure that Fn\HA 
does in fact serve fainily fanners v^o cannot obtain credit elsev^ere, but 
\iiho are otherwise qualified borrowers, ^cial attention should be paid 
to the credit and technical assistance needs of minority fanners v4x3 have 
been victims of discrimination through the years. 

This is only a beginning, but given the crisis in agriculture and the 
impact agriculture has on rural conmunities and on the rest of our 
eooncny, neither the Congress nor the public can afford to postpone look- 
ing carefully at farm policy and at the kind of agricultural econony this 
couitry ou^t to have v^hen the 1985 farm bill is only two years away. 
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HURA L ocm tary p evgiOW Bir and MRicuLiUREt 

A OCHOTHXrrVE OR CESTHCTIVE REIATICNSHIP? 



Bruoe Hawley* 



For purposes of this p^aer, agriculture means fanning and randiing, but 
does not include agribusiness support activities, ftiral oomunity development 
refers to the transition of a ocsraunity frcn agriculture suj^^t to agriculture 
support plus industrial. Ttie premise I wish to speak to is: rural camwnity 
growth is oaT|)etitive and will diminish local agriculture. 

A viable agriculture is dependent upon Wtd, water, short- and long-term 
investment capital, and labor. Agriculture has a preference for land that lays 
well and drains *«11. the agricultural need for water is variable in quality 
and <jiantity^ ranging from water for irrigation to water for livestock. 
Agricultural short-term debt ancunts to approximately $80 billion on an annual 
basis and its long-term credit needs are in the neighborhood of $100 billion. 
The labor needs of agriculture are filled about 65 percent by the farm owners, 
operators, and members of their families and 35 percent by hired farm labor. 

As rural agricultural comninities grow, they will- ootpete with agriculture 
for each of the above identified resources to a greater or lesser extent. Let 
us examine eadi of these four major categories of agricultural resources in the 
context of rural agricultural oonwunity development. 

There are 2.3 billion acres of land in the United States of which the 
federal government ownes one third. Of the remaining two thirds, agriculture 

•Asst. Director, Washington Office, American Farm Bureau Federation 
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owns or qperates approximately 60 percent. Betvmn 30 and 40 percent of the 
farmer-cwned land is used for crq) land. Obviously, agriculture tends to crop 
its best land— land that is relatively the flattest, best drained, and most 
suitable for sustained long-term agricultural production. The very 
characteristics that make land particularly well suited for agriculture also 
make land attractive for rural agricultural ocmnunity developnent. Plat land, 
already cleared, with good drainage is the easiest and least expensive to 
devel^. As rural ccimunities expand, there is need for additional land 
resources for sewage treatment facilities, housing, and tran^rtation. It is 
this prime agricultural land that is the first choice of developers. 

The water issue is far more oonplex to quantify or deal with. Of the 
approximately 675 billion gallons of usable water per day that is available in 
the Uiited SUtes, agriculture accounts for close to 75 percent of the 
consiaptive use of that water. Oonsinptivft use includes direct rainfall on 
crc^, irrigation, and livestock watering. In areas of the country where water 
is abundant! significant oo^etition for water has not yet occurred and rural 
cominity develqront is of limited consequence. Where water is already in 
short sqpply and there is currently heavy ocmpetition, any new user must be at 
tlie expense of an existing user. As rural oomunities develop, their . interest 
in water is perceived as a threat to existing agriculture. 

A third area of potential conflict or oGn|jetition between agriculture and 
rural agricultural ccranunity developnent is in the credit field. Agriculture 
borrc*« in the neighborhood of $80 billion in short-terra capital on an annual 
basis for production expenses of crqpe and livestock. The long-term 
agricultural debt is e^^proximately $100 billion. Rural ccwnunity development 
requires capital which will generally cane from one of two maj(H- sources— either 
from a federal grant or a loan program or from the private sector, uxal banks 
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and private coital account for approximately 52 percent of total agricultural 
credit; farm credit system is 35 percent and FmHA is 12 percant. A useful 
illustration Cor eposes of our study, is the Farmers Kane A^iinistration. Tt^e 
Farmers Heme Adninistrationr dating back to the mid~thirtiesi was intended to 
provide a ^rce of credit to assist farmers. For the first twenty years of 
Farmers Heme's existence^ it dealt almost exclusively with the agricultural 
canminity. As recently as 1970, farm credit accounted for close to 70 percent 
of the Farmers Heme outlays. Today, Farmers Heme Administration provides less 
than half of its available funding to farmers, and even this estimate 
understates the inpact of the growth in rural ocmnunity service on the Farmers 
Heme Administration. An agricultural loan requires significantly less servicing 
and is of significantly greater volume than are most rural housing or oonnunity 
loans. As such, a disproportionate share of the monies and the mar^5ower of the 
Farmers Heme AAninistration has been diverted to nonagricultural activities. 

Rural conwunity growth, increasing the size of the labor pool is a mixed 
blessing for agriculture. Ttie agricultural ccnmunity has hired approximately 
the same nurfcer of erployees for the past decade. Of this outside hired labor, 
16 percent vcrk on a year-round basis, 13 percent work 150 to 249 days, and 
almost 75 percent work less than 150 days. Many of the c«isual and seasonal 
workers are students, housewives, and residents of rural oomntunities. itie 
stability of the hired agricultural work force would suggest that there are not 
significant new jobs available in agriculture, itiis overlooks the desire on the 
part of the farmers, in some instances, for part-time or seasonal assistance- 
Such assistance can frequently be found Cran persons with full-time occupations 
off the farm who are interested in picking a little cash on the side, driving 
tractors in the evening or assisting with the milking before or after a regular 
shift at seme other job. 
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An expanding rural oonminity creates a mixture of iiT|>acts on farming* 
Obviously an expanded rural ccnmunity provides an additional potential market 
for direct^rketing activities of farmers. As rural areas grow, farmers 
discover that mauny of the new residents cam to the country, partly in 
anticipation of access to "farm fresh** produce. Many farmers have s.uocessfully 
capitalized on this market, sharing with the consumer vihat had historically been 
the middle man's markup in the cost of food* Additionally, one of the 
attractions of moving to the country for many people, has been the "wide open 
spaces*" These same people discover that those wide open spaces are owned and 
operated by aoRM»ne who relies upon them for a living and that they are not 
readily and freely avail^le to any and all. However, satisfactory arrangements 
have in seme instances been worked out between the new rural residents and the 
farmer to provide access to various agricultural space under specified 
conditions for a fee* These arrangements have ranged fran access for purposes 
of hunting to access for snowmobiling. Such undertakings have met with mixed 
results. 

Certainly an expanded rural connunity is likely to attract and be able to 
maintain better medical services than had historically been true. As more 
people move into a ocmmunity, additional doctors an^/or hospital space become a 
necessity from which the agricultural ocannunity may benefit. Expanded rural 
cowuinities normally involve expanded education facilities at the primary and 
secondary level. Expanded education facilities generally lead to a broader 
education curriculun which is of benefit to all in the comunity, including the 
farmer's family. 

Virtually all of the expansions involved in a rural oorrmunity require 
expansions of the secondary support systems including schools, police, fire, 
sewer, water, transportation, and energy. All of these facilities need to be 
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funded, u8ually**-at least partially— at local expense. A primary mechanism for 
funding niral oonnunity develc|inftnt*s local share histocicadly has been the 
property tax. As rural ocninunities are expandedr the pressure for an expanded 
property tax base leads to higher asscsaments, higher property valuations and 
inevitahlyr significantly higher property taxes for fanners. Mditionally* the 
increased population pressures lead to increased vandalism of farm buildings* 
farm equipment, farm livestock^ and farm crops. Expanded demand for energy 
inevitably leads to additional pipelines and power lines v^ich frequently 
interfere with irrigation^ drainage^ and cropping practices. As population 
increases f so does oonpetition for services that had been thought of previously 
as primarily agricultural services. The locad veterinarian frequently finds it 
more profitable and easier to deal with anall animals than the large animal 
probloM of agriculture. Farm supply centers frequently find that the "lawn and 
garden" portion oi their business, which is generally more lucrative than the 
agricultural portion of their business on a relative basis, merits additional 
time and aidditionad floor space that had been devoted exclusively to 
agricultural products. Farm machinery, desders may increase the stocking of lawn 
and garden equipment and utilizing inventory space, parts, and manpower that had 
previously been devoted to servicing the agricultural clientele. 

Creation of industrial parks is a viable tool to assist in rural ocRmunity 
develcpnent and rural ocnnunity jobless rate reductions. However, an industrial 
park will accelerate the rate of development in a previously rural, 
agriculturally oriented ocmunity. As management level people are drawn to the 
industrial park by cnployment opportunity, anticipating an agricultural 
neighbor, they are scnetimes dismayed to find that agriculture is not always a 
pleasant neighbor. Agriculture's evolution into more concentrated and 
intensified production practices sometimes translates into large livestock or 
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poultry facilities with the associated flys, odors, and other undesirable 
elements? large farm equipment which may involve such thirds as irrigation purps 
running around the clock creating a noise offense; and tillage activities that, 
because oi the limited seasonal time of a^ropriatenees, must be conducted with 
intensity, soMtimes resulting in tractors or harvesting equi^mnt running 
around the clock adjacent to nonfarm neighbors who take little delight in these 
nuisances to their hoped for tranquil rural life. 

None of the above situations need be an insurmountable problen of rural 
coBinunity developnent. Transitions in the structure of the rural ccnmunity, as 
transitions in the structure of agriculture, are an evolutionary process that 
have been going on virtually since the beginning of agriculture and residential 
development. T^^e key appears to lie in allowing the evolutionary changes to 
take place on a gradual basis. Change can be aocomnodated by both the 
agricultural and the nonagricultural se9nents of the cominity. 

The federal policy making apparatus is largely unsuited to make the 
integrated decisions necessary to guide rural community growth in a manner that 
accoimodates agriculture. Both the Congressional process and the bureaucracy 
are structured, either by ccmnittee or department, in a manner that encourages 
constituencies which must be catered to. As the ocnstituency is served, other 
considerations are largely ignored. The "Clean Water- camiittees of Congross 
deal with sewage treatment programs in the context of clean water, not the 
in|>act of an expanded sewage treatment capacity on a rural ccmnunity's future 
growth. The Small Business Administration assists rural anall business 
develcpnent, without consideration of sue* development on agriculture. 

Rural oonminity growth will continue, and the local agriculture will chaise 
to be oaipatible, or diminish. The federal government cannot stop this trend, 
nor should they try. Rather, the prefer federal role should be to minimize the 
degreee to which they contribute to the problen. 



IC 



24 



235 



CREDIT AND CREDIT INSTITUTIONS IN AGRICULTURAL COMMUNITIES 



James J* Mlkeseli* 



imODUCTIQN 

I have been asked to discuss coday hov access Co credlc may differ 
.for rural and urban comaunlcleSi vlch an emphasis on agricultural 
communities; and to describe both private and public Institutions that 
operate In rural credit markets. The bigger picture Is how rural economic 
activities nre financed. Financing by one's own resources, and by raising 
equity capital are often used alternatives to borrowing for many 
businesses, whether small proprietorships or large corporations. Focus on 
credit Is appropriate since credit Is likely the major financing source In 
total and the method of financing most Influenced by public policy 
actions. Credit markets are where money la bought and sold. Restating my 
objective today, it Is to describe this market for the use of money from a 
rural and agricultural community perspective, and to contrast this with 
the nonrural view. 

There are two basic views of credit availability and the operation 
of financial oiarkets In rural areas. The **credlt gap" view Is that while 
U»S. financial markets are generally efficient, there Is a shortage of 
credit In many rural areas. Holders of this view contend that there 



♦Leader of the Credit Project, Rural Business and Credit Section, 
Economic Development Division, Economic Research Service, U.S. Department 
of Agriculture. 
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are oany rural enterprises which would be considered more credit-worthy If 
only located in an urban area* These firms suffer from market failure In 
the sense that they borrow at disadvantageous te^ms, are underfinanced » or 
are unable to obtain financing at all* The opposing view Is that private 
financial narkets work properly; meaning that rural lending opportunities 
are fairly and accurately valued. If rural areas receive fewer loans 
relative to the level of economic activity, this reflects the shortage of 
credit-worthy ventures. 

RURAL CREDIT MARKET IMPERFECTIONS 

This paper discusses the evidence that the '^credit gap" argument Is 
correct « Although the U.S. financial markets are generally believed to 
work efficiently! imperfections can exist which would prevent credit from 
flowing freely to all areas of the economy. These restrictions may make 
credit less accessible to smaller enterprises and those distant from 
financial centers. Two such complications are Information and 
transactions costs. On-site Inspection of a commercial project i analysis 
of financial statements and discussions with management can be costly and 
time consuming* When some of these costs are fixed i smaller transactions 
are at a disadvantage. Furthermore, certain information and transactions 
costs Increase with distance. This can put smaller rural enterprises and 
those which are more Isolated, at a disadvantage in attracting capital. A 
related Information issue is what public information, such as annual 
reports, Is available about a venture. Lenders tend to be skeptical of 
the unfamiliar, whether products, technologies, processes, locations, 
firms or people. Thus, financial center institutions may favor an urban 
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Undlng opportunity over an Identical rural loan, and be reluctant to 
finance new techniques and enterprises. 

Governnent regulation can restrict financial Institutions In their 
lnve»t*ent choices, and location of operation. Bank examination 
procedures «ay also restrict bank lending activities. Sone regulations 
also Increase the per-dollar costs of obtaining smaller amounts of funds. 
The cost of S8C requirements for stock or bond sales (i.e. registration 
fees, printing costs, etc.) can total several times more to small firms 
than to large firms relative to the funds raised. 

Since rural communities usually have few financial Institutions the 
local financial markets are less competitive in structure than those of 
more urban areas. Lenders In such markets are also likely to be more 
conservative In their lending policies (Mllkove and Welsblat, 1982). 

A final market complication relates to risk diversification. Some 
attractive lending opportunities may require such a large loan that they 
would be an unacceptably large portion of the loan portfolio for small 
financial Institutions. Also, If most lending opportunities are limited 
to the local community, these loans are more likely to be similar In type 
and closely tied to the local economy. To the extent that such lending Is 
typical of rural banks, It reduces their ability to lower risk through 
portfolio diversification. When local farmers have a particularly bad 
year a bank In an agricultural community may face concurrent high 
delinquency rates on loans and reduced deposits. Particularly for large 
loans correspondent relationships offer rural banks an opportunity to 
share loans and reduce these risk problems. 
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. RURAL LENDERS 

It is not possible, using currently available data, to distribute 
total credit used between urban and rural America. The diversity of 
credit sources is indicated iu ^' - following discussion of both rural and 
national data. For certain types of credit it seems apparent that aost 
rural areas are fully integrated into a national market. But for other 
credit, linkages beyond the local rural community may often be imperfect. 

Much of the data on volume of lending activity cannot be separated 
into its rural component. There are several important sources of credit 
where the aggregate data is somewhat questionable. However, the volume of 
lending by certain of these sources is fairly large and has clearly 
expanded in recent years. The following information on auto loans, 
installment credit (including auto loans), credit cards and retailer and 
supplier credit are only available at an aggregate national level. In 
fact, to the extent that these credit markets are truely national, there 
seems to be little reason to make any disaggregation. 

Nonflnancial firms are gaining importance in credit markets. 
From the end of 1978 to the end of 1981 financing subsidiaries of the 3 
major U.S. auto companies increased their share of all outstanding auto 
loans from 20 to 33 percent while the bank share fell from 60 to 47 
percent (Rosenblum, 1983). The auto company total volume of $Al billion, 
which is as large as the total of outstanding FraHA loans for all their 
programs, went to rural and urban communities alike. 

In 1981 finance companies provided 66 percent of the $20 billion 
increase ^n installment credit to households, up from 22 percent in 1978 
(Luckect, 1982). The bank share of the increase fell from 55 to 12 
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percent. However, of the $332 billion in outstanding ingtallaent 
loans, finance companies provided 27 percent compared to the banks' kh 
percent. 

The three largest credit card companies are Sears and the two bank 
cards. Visa and Mastercard. Each has between 23 and 26 million customers, 
and the outstanding loans of these 3 operations totaled $35 billion in 
1981. 

Many retailers supply consumer credit through their own charge 
accounts. Moving backward along the distribution and manufacturing chain, 
businesses often are provided financing by their suppliers. While the 
volume of such financing has not been accurately estimated, the general 
feeling of experts, and the results of several localized studies, indicate 
that this is an important source of credit for many businesses. 

Mortgage debt by source and use is illustrated in Table 1. Savings 
and loan associations supply the most mortgage credit, nearly 30 percent, 
because they are the largest home mortgage lender and home mortgages are 
about 75 percent of all mortgage loans. This table indicates 
specialization of lenders in particular types of lending rather than broad 
participation across credit markets. Farm lending and Farmers Home 
Administration (FmHA) loans can be identified as rural lending activities. 
Federal Land Banks were the largest source of farm real estate loans. The 
lending activities of FmHA were only 2 to 3 percent of loan volume in each 
loan type except farm loans, where they were 9 percent. 
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Federal Govrnaent Programs 

In fiscal year 1980 nonmetro America received $2,139 of Federal funds 
per capita, 15 percent less than did aetro America (Reld and Whitehead, 
1982)« 417 dollars of these funds vere in the form of loan 
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guarantees and Insurance, more than SO percent above the metro level* 
Crop Insurance programs are the major reason for this high level of 
nonmetro loan and Insurance activities (Bureau of the Census, 1982)* In 
fiscal year 1982, crop Insurance was 34 percent of all federal loans and 
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insurance progirams. FnHA'B farm loans were 6 percent) housing loans were 
6 percent and businoss and industry loans 1 percent of the total. Small 
Business Administration (SBA) rural loans were also probably less than 1 
percent of Federally Insured loans* One should be cautious when 
interpreting this data, since it combines the dollar value of all lending 
programs with the potential loss exposure for all of the insurance 
programs; there Is no consideration of either net government cost or 
likely losses. 

RURAL BORROWERS 

While we have already looked at some borrower statistics in 
combination with those of lenders, this section will concentrate 
on rural borrowers. Much of this data was collected from those borrowers 
rather than from the lenders. 

Small Business 

Studies in rural communities of Wisconsin and Washington had 
consistent findings on sources of capital for small nonfarm businesses 
(Combs, Pulver, and Shaffer, 1983) (Stevens, Bunch, and Soth, 1981). The 
major source of startup capital was the owners' resources. Banks were the 
major single source of operating loans, and most businesses at some time 
borrowed from a bank. Personal loans from friends and relatives, and 
supplier credit were also used frequently. 

Short-term credit was less expensive for rural than urban members of 
the National Federation of Independent Business (NFIB), from the fourth 
quarter of 1980 to the second quarter of 1982 (Dunkelberg, 1983). 
However, these NFIB members may not be representative since relative to 
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all rural businesses theris tend to be few very small or new firms, and 
more firms in the Western states. Even if the firms are representative 
the conclusion that rural firms paid less for credit during this period 
should not be generalised to other time periodSt There is some evidence 
Chat rural lenders respond slowly to what happens in national money 
markets (Weisblat, 1982). Thus, when interest rates are Increasing rural 
borrowers may pay less than do urban, while they may pay more during times 
of falling interest rates. 

Home Mortgag es 

Savings and loan associations (S and L*s) are the major nonmetro home 
mortgage lenders > as was shown earlier at the national level. However, 
this may not be the case in the most rural areas. A 1975 study of branch 
banking states found per capita deposits of only $70 in the S and L*s of 
totally rural (i.e. no town over 2,500) nonmetro counties (Spurlock and 
Bird, 1978). S and L*3 in other nonmetro counties had deposits of $1,100 
per capita, while metro counties had $2,000. 

Based on special tabulations of the 1979 Annual Housing Survey, 20 
percent of the mortgages on rural homes were insured or guaranteed by a 
Federal program. VA and FHA each insured 7 percent, and FmHA Insured 6 
percent. When compared to similar tabulations for 1976 we find a decline 
in FHA and VA activity, from il and 8 percent respectively to the current 
^ 7 percent (Spurlock. 1979). Only FmHA loans were typically made to lower 
income borrowers. The average income of VA borrowers vasi $23, 132, 
conventional borrowers $20,920, FHA borrowers $19,813 and FmHA borrowers 
$13,651. 
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Cofflparlsons of rural and urban home mortgages showed that In the 
early and nld 1970'8 terms were frequently less advantageous to the rural 
borrower. Rural mortgages tended to have shorter repayment periods and 
require larger downpayments. The Survey of Residential Finance provides 
data for a comprehensive rural/urban comparison of home mortgage lending 
activity. Data from the 1981 survey should be available soon, providing 
the base for a current picture of mortgage lending activity. 



As shown In Table I, Federal Land Banks are the major providers of 
farm real estate credit, followed In order of size by Individuals, life 
Insurance companies, FmHA, and banks. The volume of short term production 
credit for agriculture Is nearly as large as Is real estate lending. In 
1981 commercial banks had the largest dollar share with 36 percent; 
production credit associations (PCA'a) had 25 percent; Individuals, 17 
percent and FmHA, 15 percent. The relative Importance of banks In the 
supply of both types of farm credit has been declining. 

Governments 

Despite lower bond ratings and smaller Issue size, nonmetro 
governments faced no higher Interest costs for borrowing than did metro 
governments In 1977 (Sullivan, RDRR-35, 1983). However, since their 
marketing costs were higher per dollar raised It la likely that nonmetro 
governments had a somewhat greater average total cost of raising funds. 
Commercial banks owned 43 percent of all state and local government 
securities In 1979, while households and nonllfe Insurance companies owned 
24 percent each (Sullivan, RDRR-34, 1983). 
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RUKAL BANKS 

Commercial banks are the predominant financial institutions in most 
rural cooaunities* Banks lend for a wide assortment of uses and perform 
an inportant intermediary function by linking the comaunity to broader 
financial aarkets* Institution level data on the operation of banks is 
readily available from the Federal Deposit Insurance Corporation (FDIC) 
and the Federal Reserve Board of Governors (Fed) • However, to look 
specifically at rural or nonmetro banks one is restricted to dealing with 
unit^banking states* That is because call report data is for the entire 
banking company » and is reported as if there were only one bank, at the 
headquarters location* But» for a focus on agricultural connunities this 
may suit our purposes » since a large number of the most agricultural 
counties are located in unit-banking states (Hoppe» 1981)* A comparison 
of maps of unit-banking states and of agricultural counties (those with 20 
percent or more of their income from farming) found both to be 
concentrated In the midwest) from Texas at the southern extreme to North 
Dakota on the Canadian border* In this mid-section of the country only 
South Dakota has statewide branch banking* It seems reasonable to 
interpret the nonmetro and rural statistics for unit-banking states » shown 
in Table 2> as being representative of the situation in most of the 
Nation*s agricultural counties at the end of 1981* The changing structure 
of commercial banking, partly via holding company activity in unit-banking 
states » may have an important impact on the way in which these rural banks 
are operated in the future* 

The portfolios of banks In the totally rural nonnetro counties (those 
with no town of over 2,500 population,) are consistent with a 
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TABLE 2t Selected Porfollo Iteas of Bankfs In Unit-banking States^ 
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Reaearch Service, United Statea Departaent Agriculture. 



very conservative banking operation. For instance the holding of large 
aaounts of U.S. governaent securities, which are virtually risk-free, la a 
very conservative strategy. Totally rural banks held 21 percent of their 
assets In such securities, conpared to 8 percent for banks In large aetro 
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«rea8« ^ These rural banks also held somewhat fewer of their assets in 
loans • 

The major differ-^nce in composition of the loan portfolio by level of 
rurallty is the large share of agricultural loans held by nonmetro banks* 
When agricultural loans are added to commercial and industrial loans, the 
total of business loans Is not greatly different across the rurallty 
categories. If bankers and regulators have this perspective of a single 
business loan category, there would be a tendency for bankers in 
agricultural counties to make agricultural loans, thus greatly limiting 
their funds for making nonagrlcultural business loans. 

Rural banks get 88 percent of their assets from deposits, 
particularly time and savings deposits, compared to 70 percent for greater 
metro banks. The equity capital position of rural banks, at 9 percent of 
assets, Is stronger than that of more urban banks. Nonmetro banks do much 
less borrowing of funds, as evidenced by their negative net purchases of 
federal funds, a conservative method of operation. This tends to lower 
their cost of funds below that of metro banks, who are heavy borrowers. 
While the high level of tine and savings deposits for rural banks, rather 
than low-cost demand deposits, tends to Increase expenses, their average 
cost of funds is well below that for metro banks. 

The conservative posture of rural banks does not seem to have an 
adverse Impact on the bottom llne» their level of profits. Measured as 



1/ The greater holdings of U.S. government securities by rural banks 
does not seem to be a response to high Interest rates in 1981. The same 
situation held in tabulations for 1970 and 1978. 
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the net return on either assets or equity capital , rural banks show higher 
profit retes. One obvious explanation Is that less competition In rural 
■arkets allows rural banks to earn higher returns. 

While nonaetro areas have acre snail banks and fewer large banks, as 
conpared to aetro areas, both nonaetro and metro areas have a wide 
distribution of banks by asset size. In fact many of the rurallty 
differences in bank portfolios disappear when banks of similar size are 
compared* A strong exception Is the rate of profit for small banks, those 
with less than $10 million in assets. Small metro banks have very low 
rates of profit; while small nonnetro banks have profit levels roughly 
comparable to those of all other banks. But, since small banks hold less 
than 1 percent of all metro bank assets, they have little impact on the 
relative profit levels of metro and nonmetro banks. 

SUWARY AKD COHCLUSIONS 

The credit markets of rural and urban America, and of agricultural 
and nonagricultural counties, are highly Integrated. However, for some 
uses of credit and for certain sources of credit, there is evidence of 
Important differences in the kinds of lending institutions, and in their 
lending behavior, between rural and urban areas. Home mortgage credit is 
the most likely instance where rural areas are at a disadvantage. 
However, the strongest evidence for that situation la now quite old. The 
extent to which this rural disadvantage persists should be shown by 
analyses of the 1981 Survey of Residential Finance, which will be 
available soon. It is also felt by some that small rural businesses have 
problems borrowing, in part this view may be supported by the fact that 
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■08C small business borrowing from financial Institutions seems to be from 
banks; and banks In agricultural areas many agricultural loans and 
relatively few loans to nonagrlcultural bualnessest 

Rural and urban credit markets differ in terms of participants and 
structural relationships; however It is not clear whether either has an 
advantage over the others Certainly the evidence presented in this paper 
does not settle the question of whether a ''credit gap" exists for rural 
areas. However» there are special characteristics of rural credit markets 
which result from the small scale and remote nature of rural coramunltiest 
The use of aggregate statistics for nonmetro, or rural coimnunltles can 
hide many real problems with credit access which befall a subset of these 
communities. Perhaps the smallest, most remote and most agricultural 
rural communities do have such a problem; but even this has not been 
demonstrated convincingly. 

Despite their operating characteristics, which could be characterized 
as conservative, rural banks have been more profitable than urban banks 
through 1981. Their profitability and a relatively strong equity position 
should work to the advantage of rural banks during current and future 
periods of rapid financial market changes* 
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TRENDS AFFKCTING AND EXHIBITED BY COMMERCIAL BANKS 
IN AGRICULTURAL ARKAS 

Kmanuel Mellchar* 

Of the trends affecting commercial banks In agricultural areas, the 
most important is the trend In the orosperity of the primary Industry in these 
areas— agriculture. Agricultural Income affects the growth of deposits at 
these banks as well as the demand for and condition of their loans, and thus 
is a primary influence on bank profits and capital growths Conversely, net 
Income of Indebted farmers has been greatly affected by changes in interest 
rates on farm loans, including the new cyclicallty in loan rates of rural 
banks that has resulted from changed regulations governing Interest rates paid 
on hank deposits. Therefore I find it essential to consider agricultural and 
banking experience Jointly, and to discuss longer-term trends as well as 
current conditions. 

FALSE IMPRESSIONS OK TRENDS AND CONDITIONS 

Unfuitunate ly I many persons have acquired false impressions of stiv- 
t-ral key trends and relationships that affect the progress and viability of 
banks In agricultural areas. Here is a typical set of such Impressions of 
the farm sector: 

Except for short-lived bulges in the 197t)s, real farm income has shown 
little growth, and furthermore has currently sunk to Depression levels. 

* Senior F.conomisi, Divlsinii of kesean'h and Statistics, Board of (Jovernors of 
the Federal Reserve System^ The analyses and conclusions are solely those 
of thi' author and do not uecesaarlly reflect the views of the Board of 
Governors or of other members of its staff. 
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Over time, net farm Income has shrunk to a smaller fraction of gross in- 
come, which has Increased its volatility and thus added to risk In farm 
lending. The price of farm land has for years risen in the face of stag- 
nant net Income, producing low ratt of return to farm assets and poslnj; 
the threat of eventual collapse of a speculative spiral. 
Given these Impressions of farm sector profits and values, what does one think 
about banks whose assets consist In large part of loans to such an Industry 
and its suppliers? The erroneous conclusion Is reinforced by additional prev- 
alent but false Impressions of rural bank experiences 

With farn profits generally low, bank deposits of farmers have grown rel*- 
atively slowly, which Is confirmed by USDA estimates of these deposits. 
Thus farmers' liquid assets have decreased relative to their total as- 
sets, adding further to risk in farm lending. And, with slow growth In 
farmers* deposits holding down growth of rural banks, the size of loans 
that these banks can make has not kept up with growth of individual farm 
loan doroands. In recent years, the loss of deposits to money-market 
mutual funds has worsened this situation, especially since small banks 
cannot raise funds In money markets to supplement their local deposit 
growth. 

What does one conclude about the condition and viability of banks operating 
in such a dismal deposit and loan environment? Fortunately, In spite of the 
familiarity of many of the foregoing statemiants , they aru false. 

KARM PRdFIT trends 



odds with the new bank buildings prominent in rural towns, as well as with 
tht» excellent growth and profit rt?cordH reported by these banks. Hut how did 
rtiril hrtuks .irhit'Vi' siirh tt'snlts In tht* fn^'p of cht* pnor finitnvlal oxperlt-nre 



To the thoughtful rural observer, the foregoing Impressions are at 
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of farming— Che primary Industry they serve? The answer is that they did not 
have to do so. A>?rlculture also has shown excellent profit growth over time. 
Indeed, the financial record posted by agricultural banks surely reflects that 
posted by agriculture, plus a fillip from recent Interest rate relationships. 
Only very recently has that financial record begun to be adversely affected 
by the severe financial problems of h'Mvily indebted farmers. 

In much a^gregatlvu analysis in which the key factor is the return 
to farm capital, many writers look Instead at operators* net farm Income, 
which Includes returns to operators* labor and management work as well to 
their capital Investment. But over time, capital has been substituted for 
labor in farm production, and the amount of operators' labor has decreased 
drastically. Consequently, even though real net income has not grown over 
time, the real return to capital— the "earnings before interest" plotted in 
Che Cop panel of Chart l~has posted a strong uptrend. Note that the farm 
programs In place during the aftermath of the farm booms of the 19A08 and 
19708 helped to prevent a repetition of the collapse of earnings that fol- 
lowed the boom of World War I, which would probably again have been the mar- 
ket's way of forcing farm production to adjust to lower post-boom demand for 
farm products. Also note, in the lower panel, that farm profit marp^lns- -net 
earnings befuie luLerest payments as a percentage of gross income— have not 
declined over time. 

The strong long-term uptrend in real earnings goes a long way toward 
explaining tht^ rt'latlvi-»ly low rate of return to farm assets, shown In the low- 
er panel of Chart 2. That kind of earnings record produces expectations that 
it will continue, causing the assets to sell at a relatively high prlce/enrn- 
ings ratio as bnyurH puy in iid v.incu for thii er.pocted uarnlngs growth. In the 
top panel .>f Chart 2, tMrnlngs and assets .\rv plotted with the scalu for assets 
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set at 1/25 of the scale for earnings, so that, if the lines are at the same 
level, It means that assets are sellln>^ at 2S times eaminijs— which puts the 
rate of return at 4 percent. These have been the approximate long-term aver- 
age values* 

Chart 2 shows that asset values, dominated by real estate prices, 
tend to follow the t^end in earnings. DurlnM the 25-year period preceding 
1980, annual increases in real earnlnRS and in real asset values each averaged 
over 4 percent. When one adds, to this return in the form of a real capital 
«ain, the earnings return which also averaRed 4 percent, farm assets are seen 
to have produced a total return of about 8 percent. If this return was com- 
petitive with other investments during this period and if expectations gener- 
ally held that the prevallln>? >?rowth of real earnin>'s would continue, then 
farm assets were "correctly" priced rather than overvalued. But with roughly 
half of asset values pegged on such expectations of earnings growth (to pro- 
duce thf» same total return of 8 percent in the absence of earnings growth, 
fnrin assets would sell at only 12.5 times earnings), buyers of farm land and 
their lenders were staking much on the achievement of the future earnings 
growth for which the buyers were making advance payment. 

The historical record in Chart 2 also Illustrates the key role that 
expectations f)f the future trend of earnlnj»s play in the reaction of asset 
prices to ongoing changes in earnings. During the farm earnings boom of World 
War II and tho sernnd boom chat soon followed during Marsl-.aU [Man exports to 
Kurope, an evtvitunl postwar collapse In earnings was widely expect.^d. Conse- 
quently, the rise in asset prlceq was rolatlvply moderate. In contrast, dur- 
ing the mid- and Ute 1970s there was widespread optimism regarding future 
growth in f.ivm earnings betMuse or fundamentally favorable Wf)rldwlde supply- 
ilHa.Mul rt' laL I.ius}>ips for farm products, iml farm asset prices were hid up to 
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a levol that can be viewed as fully refleccinR expuctatlons that earnln^H 
would continue rising Hlon); the relatively steep 1954-79 trend, 

FARM FINANCIAL STRESS 

Although the return to total capital has been fairly well support- 
ed, its current level of 3,3 percent is far below interest rates belnK paid 
by indebted farmers. As rising Interest ratej? opened this «ap In recent years, 
Che averaxi2 return to i^n-uity was depressed as indicated in the lower panel of 
Chart 2, In this respect the present period differs from the last post-boom 
experience, in the 1950s, when Interest rates were not much higher than the 
return to capital. Now Indebted farmers are generally experiencing much 
greater financial strain than those without debt, while, in earlier decades 
farmers using credit had usually made the faster financial progress. 

Table I illustrates the present Importance of a farmer's relative 
debt level on his rate of profit or loss after payment of interest and it 
also shows the difference made by the r/ite of interest being paid. The table 
assumes a farm with the sector-average return to total capital, 3.3 percent, 
which la also the return to equity U the farmer has no debt* At the sector- 
average debt/asset ratio of 20 percent, and paying the sector-average interest 
rate of 11 percent on outstanding debt, the return to equity is I. A percent. 
At debt/asset ratios above 40 percent, Increasingly stressful losses are sus- 
talnpd — moderate if debt consists mainly of old long-term fixed-rate loans at 
an interest rate such as 7 percent, mort' sevurv if debt is composed of sliort- 
term hank loans at last year's average loan rate of 17 percent. And because 
similar tables for 1980 and 1981 would look much the same as this one for 
1982, highly lever.iKcd operators have probably sustained cumulative losses. 

Agr u-iilliira I banks and otht>r farm lenders are great ly af tec Led by 
the dlHtrlbutlun ot tarmers and tarm debt among the various debt positions* 
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Table K Effect of alttTuatlve debt leverage and cost on profitability 

of a farm in 1982 



Interest rate on outstanding debt (percent) 

Debt/asset ratio 



(percent) 7 II 17 



Return to equity capital in 1982 (percent) 

0 3.3 3.3 3.3 

2.9 2.4 1,8 

20 2.4 1.4 )o 

30 1.7 .0 -2.6 

40 .8 -1,8 -5.8 

50 -.4 -4.4 -10.4 

60 -2.2 -8.2 -17.2 

70 -5.3 -U.7 -28.7 

80.... -11.5 -27.5 -51.5 

90 -3U.0 -66. U -120.0 



This farm had the farm sector average rate of return to total capital 
(before interest payments on any borrowed capital), 3.3 percent. 

If, for example, it also had the farm sector averaj^e debt/asset ratio 
of 20 percent and the average Interest rate of 11 percent on that debt, 
Its return to equity capital was 1.4 percent (row 3, column 2). 
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The top panel of Table 2 shows such information derived from the recently 
available 1979 Farm Finance Survey, adjusted and updated to be Indicative of 
current conditions. These estimates indicate that a majority of farm opera- 
tori have relatively little or no debt. The last column shows that only 18 
percent of all operators now have debt/asset ratios over AO percent-*-the rel- 
ative level of indebtedness that the preceding table Indicated to be associ- 
ated with unprofitable operations. 

For banks and other lenders, however, the amount of debt owed by 
farmers experiencing financial stress is more important than farm numbers, 
and from this perspective the picture looks much different. The middle panel 
of Table 2 indicates that about five-eights of the total debt is owed by oper- 
ators with debt/asset ratios over 40 percent, and thus lenders see much of 
their money in the hands of operators who are experiencing financial difficul- 
ties. Viewed in another way, an estimated 84 percent of total operator debt 
is owed by the 30 percent of operators with debt/asset ratios that are above 
the all-operator average of 23.5 percent. Thus the hulk of farm debt Is owed 
by a sizable minority of operators whose relative debt is larfte enough that, 
at current interest rates, scheduled debt service may easily exceed recent 
earnings before Interest. 

EFFECT OP FARM PROFITS ON RURAL BANK DEPOSITS 

Given both Che strons lonRer-term growth ot real farm enrningf; and 
the maintenance of earnln^js of the less-Indebted majority of farmers during 
recent years, it is logical that agricultural banks have experienced substan- 
tial deposit «rownh over time as well as recently. Table 3 shows the depos- 
it j^rowth record each year at banks jjroupod into l« cl.isses based on the rel- 
ative Importance of farm lending at the bank. N*niia«r i cu I cur.T I banks i\ro in 
tho tt)p tt?w Uru's, ;in(l .IS i)t\o y.ofS down e.it'h column, the banks .iro pro>»rfs- 



Table 2. Estimated distribution of farms by relative debc level within farra-8l?.e groups, January I, 1983 



Size of farm (annual sales, 




Relative debt level of 


farm operator 


Percentage distribution 




(debt/asset ratio, 


percent ) 




in classes with 


thousands of dollars) 










debt/as8f»t ratio 












71 and 






Total O-IO 


Ul-40 


41-70 


over 


ujr k ami 9» KrUU|JZI 




Percentage 


distribution 


of operators 


Operators 




100 


58 


24 


11 


7 


100 


Large farms (200 and over).... 


1 00 




36 


25 




10 




loo 


34 


35 


18 


13 


39 




loo 


55 


26 


11 


8 


23 


Very sreall farms (under 10)... 


100 


73 


16 


7 


4 


29 






Per centaj^ 


t! distribution of debt 




Debt 




100 


5 


32 


32 


31 


100 


Lar^e farms (200 and over).... 


100 


3 


26 


33 


38 


40 




100 




34 


33 


29 


A 2 




loo 


1 


37 


29 


26 


10 


Very small farma (under 10)... 


100 


8 


37 


32 


23 


8 






Percentage 


distribution 


of assets 




Assets 




100 


47 


31 


14 


8 


iOO 


Lar}4e f arras (;>00 and over).... 


loo 


2b 


38 


22 


14 


38 




lOU 


38 


37 


16 


8 


43 




100 


ftl 


26 


8 


4 


10 


Vory sm^ill farms (under 10)... 


ino 


73 


18 


6 


3 


9 



Data from the Census Bureau's 1979 Farm Finance Survey, as tabulated by ERS, USDA, and adjusted and updated 
by the author for probable underreporting and to reflect changes during 1980-82, Including increases in 
total debt and assets, more Indebted operators, and liquidation by some highly Indebted nperntors. 



Table 3- Percentage chang^i In total deposits, by farm loan ratio classes 
(Banks with total assets un^iar $300 million) 



Farm loans as 
percentage of 
total loans 
at bank 


1970 


1971 


1972 


1973 


1974 


1975 


1976 


1977 


1978 


1979 


1980 


1981 


1982 


Addenda \ 
December 1982 
Number Average 
of deposits, 
banks millions 
of dollars 




1 1 


15 


16 


9 


6 


9 


11 


14 


9 


10 


9 


9 


12 


3,956 


66 




11 




15 


10 


7 


9 


11 


13 


9 


9 


B 


9 


10 


1 ,959 


58 




10 


14 


15 


11 


7 


9 


11 


12 


10 


10 


9 


9 


9 


1 ,306 


43 


10 to U 


10 


13 


16 


12 


8 


10 


12 


12 


9 


10 


8 


9 


9 


886 


38 


15 to 19 


10 


14 


15 


13 


8 


11 


12 


12 


9 


9 


9 


10 


9 


816 


34 




10 


14 


15 


13 


8 


10 


11 


12 


9 


10 


9 


10 


8 


671 


29 




9 


14 


15 


14 


9 


ll 


12 


11 


9 


12 


9 


10 


9 


581 


29 




9 


13 


16 


15 


10 


12 


11 


12 


10 


10 


10 


9 


8 


523 


27 




9 


14 


15 


15 


9 


12 


12 


11 


8 


11 


10 


10 


8 


479 


23 




10 


12 


16 


16 


9 


10 


11 


1 1 


10 


10 


10 


10 


9 


436 


22 




8 


11 


16 


16 


9 


12 


10 


1 1 


9 


10 


10 


10 


9 


347 


21 




8 


12 


16 


17 


9 


11 


10 


10 


9 


11 


10 


10 


9 


346 


20 




9 


12 


16 


18 


10 


11 


9 


10 


II 


10 


10 


10 


9 


311 


18 




8 


12 


16 


18 


8 


11 


8 


10 


11 


11 


12 


10 


9 


282 


18 




8 


12 


16 


19 


10 


11 


8 


9 


10 


10 


9 


10 


9 


271 


15 




8 


12 


16 


21 


10 


11 


8 


10 


12 


10 


10 


10 


10 


192 


lb 




9 


10 


16 


20 


8 


10 


8 


8 


11 


10 


11 


10 


9 


162 


13 


80 and over. • • 


8 


11 


18 


21 


8 


11 


6 


9 


11 


9 


10 


10 


10 


158 


12 




10 


14 


15 


11 


7 


9 


11 


13 


9 


10 


9 


9 


10 


13,682 


44 



Note: In this and subsequent tables, banks in each year are classified according to their farm loan ratio at the 
end of that year, 
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slvely more dependent on the. farm economy. Note that deposit growth at agri- 
cultur.il banks was terrific during the super farm income year 1973, and was 
lower but still positive during a poorer income year such as 1976. Over the 
past five years, deposit ^^rowth .at agricultural banks has been close to 10 
percent each year, or about the same as at other small banks. These gains 
contrast sharply with the popular impression that, because such banks were 
"losing deposits to money-market funds," their total deposits were falling. 

Current USDA estimates of annual growth In bank deposits of farmers 
are much lower than the growth of deposits at agricultural banks at wjiich 
farmers arc the primary clientele.. Chart 3 illustrates how I have used. data 
such as that in Table 3 to make improved estimates of annual changes in farm- 
ers' deposits. On Ch^rt 3, a simple ruMresslon estimate indicates that if 
inn percent of a bankVs customers were farmers, the hank^s demand deposits 
.would have Increased by 25 percent during 1973. In contrast, current USDA 
series shnw a increase of U percent in farmers' demand deposits that year. 
Tablt; 4 shows a ;2lJ-year summary or* tht? new and old estimates. During 1963- 
1982, bank deposits of farmers are estimated to have Increased by 497 percent 
rather than by the IIH percent of the old USDA estimate. At the beginning 
ot this year, farmvrs are estimated to have owned S37 billion in bank depos- 
its, rather than $15 billion. Analysts who have noted the apparent pronounced 
decline over time In liquid asset holdings of farmers have been misled; bank 
di'pcjsits h !V" rom.jioiMl it .jbont 1.5 porofnt of total farm assets since 1960. 
Thf r.H-nfn^t snt-tnr is t'nr ri.'spMndi ng 1 v mort- resilient financially than these 
an.ilysts have* supposed. 

KKKKCT OF FAK>! FINANCIAL STRF.SS ON BANK LOAN LOSSES 

DiirlMH thf I9 7fis, l«>rtn losses reported by aj^rlcu itur-i l banks (hanks 
wit{; .1 I im i-Mfi r ir !■» «)r .? i pfr.-»»nt .)r in.iriO i-U'.irlv nM" loj*ti«il thi» i.ivjr.ihlp 
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Chart 3 
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Table A, Estimated ptTcenta^e chanfjes in bank deposits of farrac^rs 



Year or 
period 


Demand 


- -Type of deposit. . 
Savings Time 




Bank deposits, 

UDUcV DaiSnCc 




i 


5 


22 


5 


6 




2 


8 


19 


D 


A 




6 




17 


n 


e 

J 


1 966 ■•■«■••••• 


I . 






e 

5 


A 


' i 967 •«••#•••■■ 


2 


2 


19 


7 






6 


0 


23 


1 1 


o 




6 


0 


19 


10 






-I 


8 


U 


6 






6 


13 


. 16 


10 


6 




18 


2A 


15 


I 7 


/ 




25 


26 


16 


2 1 


7 




-2 


24 


15 


8 


-0 




£i 


27 


U 


1 1 






-2 


25 


11 


7 


.3 






15 


9 


o 
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12 


12 




1 t 
1 1 
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financial rtisults ot mont i^rm borrowers and frtrm-rc Intt-d rural businesses. 
^As shown In Table 5, loan losses averaged 0.2 perconc of outstanding loan 
^ ^^'"^V^"^^"^^^ bank.*^ during- that decade, well below the avei'age at 

■other smaller banks. In addition, loan losses at agricultural banks rose 
little during the farm Income downturns of 1970-71 and 1976-77 or the i^t-neral 
business recession of 1974-7^, whereas loan losses at nona«rlc..ltural hanks 
rose substantially during the latter period. This favorable farm loan rec- 
ord, however, must be qualified to the extent that an unknown number of bank • 
borrowers with financial problems, ^ome of which mij^ht eventually have led to 
loan losses for the banks, wt^re refinanced by the Farmers Home Administration 
through disaster loans (made mo<stly to farmers with r.rop losses due to drouth), 
the KmerKency l.ivestnrk Credit Act of I97A, and t^conomlc emerj^ency loans avail- 
able In 1978-81. 

The loan-loss picture at agrlculturp.l banks changed .significantly 
during; 1980-82 as Increasing? numbers of farm borrowers expar l-^nce.i financial 
stress and tarm-related rural businesses were hit by both the farm Income 
downturn and two r;eneral business recessions. By 1982, loan losses at these 
banks reached i),7 percent of outstanding loan volume, a sllfjhtly higher level 
than at nona^r leu I tura I banks. As tn previous years, however, the distribu- 
tion of banks bv Inan losses was highly skewed, with nH>st hanks ri^inrtlnK 
relatively low losse-. but ..,ora«e raised by a few banks with exceptionally 
hl«h losnes. Thus In l^K^ one-fourlh of agricultural b.ink. had no or very 
low loan losses— under 0. 1 percent— and two-thirds of the hanks were under 
the avera>?e of 0.7 |.-ercent , However, 5 percent of agricultural banks reported 
losses Kre.iter 'hnn 2 . ''^ percent of out^itandlnj'. loans—the level at which 
losSfS woul.i he>^.in to ex.-H.»d pre-loss net Inc.. me .it i tvpir.i! .iv.rlctil tor il 
bank. {n l ontrast . dorhi,^ ihv i97m the pHrcont.jiie t)f aKrlrultur.il banks 
reportln>? that hl«h a hwol ot lo;in losses was ctMislsient ly und*^r 1 p( ri «»nt . 
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Tabla _5, Uan lo^se^^c to reserve, le«s recoveries credited, as a percentage of total loans 

(Banks with total .issets under $.500 million) ■ - - ' - 
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Addendum: Provision for loan losses as a purcentago of total loans 
^>anks 1 .-i .2 .1 .4 .5 .5 .4 
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PR OKIT KXPKRIKNCK OK Rl'RAI. BANKS 
..: ■; Loan losses can thus significantly affect bank profits, and, as ear- 

^.lier dtscg«sion of farm borrowers indicated, some loan losses can be traced 
yto the sharp rise in Interest rates, to which borrowers were suddenly subjected. 
Kxcept for this indirect adverse effect, however, rising? and relatively hi^h 
Interest rates havu noticeably enhanced profits of agricultural banks In 
1973-7^1 and asaln in 1979-82. 
- .. Chart 4 is useful in showing how the lovel and behavior of Interest 
rates at rural hanks nave either resembled or differed from the prime rate at 
lar|?y banks, which i-.losely follows money-raarkft rates. From data shown for 
the period before 1979, it is clear that the farm loan ratus charged by rural 
banks are ser with referencu to the banks* internal cost of funds plus a 
mark-up, rather than with reference to what such funds could earn at the 
moraent if Invested in laoney-marky t securities. Prior to 1979, the internal 
cost of funds at rural banks was relatively stable, with perhaps a moderate 
upward trttiul time deposits represented a ^Tradually tnoreasins share of 
total deposits. Farm loan rates were thus also relatively stable, while the 
national prime and money-market rates fluctuated considerably. 

Interest rate patterns for depositors and borrowers at rural banks 
chani?ed drastically after 1978, when banks were allowed to accept smaller and 
shortt^r-term deposits buarinK market-re latud rates, and competitive factors 
led them to do so. An market ratios of interest rose durin>j 1979-81, rural 
depositors shifted a lar^e proportion of their deposits into the newly author- 
ized six-month money-market certificates, which by mld-1981 constituted about 
10 perrt-nt ot total resources of a^rleultural hanks. In addition, lar^^e cer- 
titlo.itfr's ot deposit, also bearln)^ raoney-market rates, represented another 7 
percent of total resources, and banks were also paying market-related rates 
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Chart 4 



Avtragt Farm Loan Intarast Rataa at Rural Banka Comparad with Prima Rata 
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on another catf>;i>ry of deposits ntu sfpar.Uely ltemt?ifd on chetr rfports, the 
'30-month small-savor certificates! Thus, as a lar^e proportion of the Inter- 
nal funds of rural banks rather quickly carae to bear market-related yields,. 
- farm and other loan rates at these banks necessarily began to track market 
rates, as shown by Chart 4, 

Although Che set of Incerest-raCe relationships faced by rural banks 
was ffliich different after 1978, Table. 6 Indicates that their profits were again 
enhanced during this period of relatively high money-market rates, as they had 
been earlier during 1973-74. In addition, average relative profits of agri- 
cultural banks wui'u distinctly higher than those of other smaller banks In 
each year after 1972, when the farm boom got under wav, after being roughly 
equal during 1970-72. Average return to equity reached 16 percent In 1974 
and again in 1979-80, and the decline to 14 percent in 1962 primarily reflect- 
ed Increased provision for larger loan losses* 

In any given year, those agricultural hanks reporting relatively 
low or negative profits have almost always experienced extraordinarily high 
loan losses. In 1982, for Instance, 3 percent of agricultural hanks reported 
a loss, and at these hanks Che provision made for loan losses averaged 4*2 
percent of mitstandlng loan volume. The prt)portlon of banks reporting a loss 
was up from an average of 1 percunt during the 1970s • Nevertheless, 77 per- 
I'unt of .iwrlrnltur.il btirlks In l^Ji'i achlevt'ii t\ rftuni ot ItJ pt»rcent or more on 
fpil'.v, whi -h, whllo di)wn from 91 peri'unt of hiuiks In 1979, was a gener- 

ally i'nvf.thl<» financial result during a year of farm and business recession • 

CAPITA!, CONDITION A ND PRO C.R HSS 0? RllRAl. BAN'KS 

A I'oMS I durable port ion of the pror Its of agi'lcultur j I banks — about 
rwt.-tbirls I'l i'iM.! — itt' .hl-ii'.i t., h.ink {'apIt.U r-U'uLT th.in p.il<l .ml .is stoi-k- 
h»>l»T .ilv!»h'O.N, Thus v^rowth of thcHt- hank>; .itj«i tlielr lyoding I'ap.ihlllty 
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Talkie A. Net Income as a perceiua^ie of equity 
(Banks with total assets under $500 million) 
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is 3upport»»d wlthoiit nei.ni for continual sale of liuw stock. Over the? iaat 
•nine yoars, aRricuUural banks increased their equity . faster than their de- 
■poslts and assets were growing, and thus strengthened their .relative capital 
position as shown in Table 7. By the end of 1982 , capital and surplus at' 
iciiltural hanks averaged 8,9 percent ot assets, up from a cyclical low of 
. 7,4 percent In 

Table 8 summarizes the rapid growth of the equity of agricultural 
and other sraaller banks over longer periods as well as recently. In this 
;tahle> the number of banks was held constant durin« each period for which a 
percentage chanj^e was calculated, and so capital and surplus per bank also 
changed hv the same percentage. Thus thi- trtbU- lndir:J:ts that over the last 
20 years the nveraKe percentage Increaso In capital and surplus of agricul- 
tural hanks fell only slightly short of the Increase of 591 percent In aver- 
age assets of all U,S. farms. Furthermore, when one takes into account that 
the increase in avurav-e sL^e ol t.irms substantially overstate.^ tlie growth of 
thf tvpli-.il i.irm — herausi* sm.U U^r Mrms have been more prone :o dlsa'»poar 
irom the count ot tarms, by redetinition as wtll as in reality— it appears 
Ukoly that^^n^:ro.ises In the sl?.o of loans banks cm: make have sept up with 
increases in the average size of loans demanded by farmers, ewhn after also 
allowinj; for a rist» tn typical farm debt/asset ratios. In addition, th? ahll- 
I:v t*f mll'ui.il h.ink-. to m.ikn l.ir«nr lo.uis was rft-e-i.t i y enhanced by leylsla- 
tifiM whft'h ril'^rwi tAu* max i mun .muiint .>f In-itis uf .» borrowi'r from in to 15 
ptTCt-nt of iMpital .uhl surplus (a special hij»hi»r limit o! pf»rcpnt rontinues 
t«i apply to lu.itis stHMirt'd by l i vt»s tor*v ; , 

shujjj.t lut'.il .ii'posli >'.r.iwt)i hi' .it rim's inadi'qti.iti* tu rnu't loan 
tK-ri.tiul, ^'-iili Sin<^ '1-/W t-»r t hi* Mrst i pri* iin.\ tK*'mst» 1 vi»s wlUt .in tMn-ctlvi' 
•n«'ih«i.)Nm t-.f ;ht int'. tund> im ttiv n.iti.»n.i{ nw^nt-y -^arkt'i , WIumi Kcdfral 
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Table 7, Capital and surplus as a percentage of total assets 
(Banks with total assets under $500 million) 



Farm loans as 
percentage of 
total loans 
at bank 


1970 


197 1 


1972 


1973 


1974 


1975 


1976 


1 O "7 "7 
19// 


1 Q 7 Q 

19 /o 


10 7 0 

19/9 


1 9oU 


1 n Q 1 
19o 1 


19o2: 




1 nb 


7.4 


7 . ^ 


7 .4 


/ • / 


T "7 


7 • 9 


"7 7 
/ . / 


7 7 
/ • / 


7 Q 


Q i\ 

0 .u 


u {^ 
o . U 


7 ft 




1 ^5 


7.4 


7 . 2 


7 .4 


"7 

7.0 


7 .0 


/ . y 


/ .O 


7 0 

/ . 9 


7 0 

/ • 9 


1 

O . i 


o . u 


7 Q 




1 


7.4 


7 .2 


7 • 3 


"7 ^ 


7 • 0 


0 • Q 


7 O 
/ .0 


7 O 

/ .9 


o r\ 

o .0 


O . Z 


0 . 2 


0 . J 




7,5 


7.5 


7.2 


7.4 


7.5 


7 .6 


7.9 


7 O 
/ .0 


Q 1 
O t i 


o 1 
O « J 


0. M 




fi A 




7.5 


7.3 


7.2 


7 . 3 


7.6 


7.6 


7.9 


8.0 


8.0 


O 1 
O . J 


o t 
O • J 


o • 4 


o .4 




1.1 


7 .6 


7 . 3 


7,3 


7.6 


7.7 


8.2 


o. 1 


Q 1 
O.J 


Q 1 
O.J 


O 

O. 0 


o • 5 


U A 




1.1 


7.5 


7.3 


7.4 


"7 £ 

7.0 


7 • 5 


T O 

7.8 


7 O 

/ .9 


Q 1 
O • 1 


o • 4 


o t 
O • J 


Q Q 
O • J 


o . ^ 




7.8 


7.6 


7.3 


7.2 


7.6 


7 .6 


8. 0 


0.2 


8. 3 


O T 
O . J 


U 7 
O • / 


U A. 

o . o 


7 

0 . / 




7 ,8 


7 .7 


7.3 


7.3 


7.6 


7 .8 


8. I 


8.0 


O 1 
O . J 


o 

O . D 


0 

O • D 


Q Q 
O .O 


Q 7 




8 •() 


7.8 


7 . 5 


7 .4 


"7 "7 
/ . 7 


/ . / 


13 1 

8. 1 


o. 3 


o o 

8.3 


U Q 
O . P 


Q 7 


O . t) 






8. 1 


7.9 


7 . 5 


1 .l\ 


1.1 


7 .7 


8. 1 




8.4 


O £l 

O . 0 


o .9 


O Q 
0.0 


9 . 0 




8.3 


7.9 


7.6 


7.2 


1.1 


7.7 


8. 1 


8.3 


8.5 


8.7 


8.8 


9.1 


9.2 




8.i 


8.0 


7.7 


7.2 


1.1 


7.6 


8.3 


8.4 


8.5 


8.8 


9.1 


9.1 


9.3 




8.2 


8.1 


7.7 


7.5 


7.8 


7.8 


8.2 


8.7 


8.6 


8.8 


9.1 


9.2 


9.3 




8.5 


8.3 


7.9 


7.5 


7.6 


7.9 


8.4 


8.7 


8.7 


9.0 


9.1 


9.3 


9.3 




8.8 


8.5 


8. 1 


7 . 7 


8.0 


8.2 


8. 7 


8 • 7 


O O 

o • o 


o o 
o .8 


9.0 


9 • 4 


0 7 

9 t / 


75 to 79 


7.8 


8.9 


8.4 


7.5 


8.1 


8.0 


8.6 


9.2 


9.0 


9.6 


9.7 


10. 0 


10.1 


80 and over • • • 


y . o 


Q 'i 
V • J 


Q 

O.J 


o . i 


o • 0 


o . 0 


Q A 






Q A 
7 . o 


1 u . u 








7.6 


7.5 


7.3 


1.^ 


7.6 


7.6 


8.(3 


7.8 


7.9 


8.0 


8.2 


8.2 


8.1 




7.5 


7.4 


7.2 


7.3 


7.5 


7.6 


7.9 


7.8 


7.8 


8.0 


8.1 


8.1 


8.0 


25 and over... 


8.0 


7.9 


7.5 


7.4 


7.7 


1.1 


8.1 


8.3 


8.4 


8.6 


8.8 


8.9 


8.9 



to 



Table b. Htircpnta>it» changt? in rapltal and surpluH 
(Banks with total assets uiulor mi I Hon) 
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inriurance on Individual deposits wa.s raised to $100, OiH), this h,ui clu> inci- 
dental .effect of making the negotiable, cert tf tcrt^es ?f .^<?.P9? sip.Ul. 
saleable to national investors in theso bank -Instruments, through aj^encies 
• that ensure that each Investor iho Ids no more than . one certificate -pf each- 
•baoH. .Furthermore, .because most >^rowch in Local deposies Is now in ar counts 
and certiftcateK that bear interest related to money-market rates, there is 
now little difference In cost to the bank of raislnR additional £und« through 
promoting local deposit growth or by selling negotiable certificates, whereas 
in. the past, the latter was a much more cost ly . source of funds during periods 
of monetary restraint. Thus the ability of small banks to respond to seasonal, 
cyclicMl, or unusual changes in loan demand has been improved. 

In summary, data reviewed in this paper indlcatt» that agricultural 
"banks have -been more competitive- and successful than many agricultural, observ- 
ers have Supposed, in. large part because financial results in agriculture 
have also been better than commonly thought* Strong capital positions of 
most farrat?rH and agricultural banks, a legncy of past tavorablf results, art? 
providing financial resilience during the current farm recession. Future 
results for these banks and farming will rt-main correlated. Agricnltural 
banks now have the capital, liquidity, and arress to funds that will enable 
them to respond vlE5orously to increased loan demand from farmers and other 
rtiral enterprises. 

RKPERKNCKS 

The following papers that provide more detailed dlscussitjn at devti lopments 

and relationships in agricultural finance art> av^^ilabU* from K. MeUchar, 

Federal Reservo Board. Washington, D.C. 20'iSl . 

"Developments in AgriruUural Kinancf," Aj>ril 27, 

"Farm 'n'»-l )r Kln«ifn'i.il KxpiT f <Mifi' , " Ntjvi'Tih»»r *> , 

"Crfpit il ii.ilns versus CurrtMlt Inomt' in thi* K.jrmhl>i St'«-C'>r," l9/9. 
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CREDIT AS A PUBLIC POLICY TOOL 
X ■ ^Dennis Oickstein*..; ' - - "^.^ 



■ - - -Federal .credit assistance comes in 4 forms: 

1) Direct loans from the Federal Government 

2) Federal guarantees of private lending -\ 

. — ^ -3) Loans from private Government-sponsored entitles > . - ^ _ 

4) Tax exempt credit 

Over half of Federal assisiance to agriculture and rural areas is in the form 
" of credit. -This Federal credit assistance has grown greatly during the past 
25 years. Loans are .directly provided or guaranteed by various programs., 
under: 

- the Commodity Credit Corporation, 

- the Farmers Home Administration, 

- the Rural Electrification Administration, and 

- the Farm Credit Adminibtration's farm credit system. 



♦Budget Examiner, Agriculture Branch, Office of Management and Budget. 
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The first three, CCC, FmHA and REA, are Government programs which use Treasury 
.1 -funds to assist farmers and rural areas except in the case of CCC*s export 
■ "credit guarantees . and some FijiHA guarantees of private lending. The fourth 
■ "program, FCA, is a relatively autonomous quasi -government entity that obtains 
funds from the private credit market but with preferential treatment because 
of its Federal relationship. Federally-assisted credit as a percentage of 
total. credit funds raised by the farm sector has grown from: 



- about 37* in the mid-50's, to 

- about 42X in the mid-60's, to 

- about 56% in the mid-70'5, to 

- over 70% today. 

Federal credit has overtaken private credit during the 70's and now accounts 
for almost three-fourths of all agricultural and rural development credit. 

Federal credit programs change the allocation of resources and the 
distribution of income. 

. When used in excess, these programs begin to pre-empt private sector 
investment and distort the private credit market. 

Federal credit also represents a subsidy. 
, Assistance is provided on terms more favorable than what would 
have occurred in the private market. 

, The fe6erd] Government accepts risks that private lenders either 
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wouldn't accept or would only accept at higher interest rates 
and TOre restrictive terms — hence, a subsidy. 



Finally, Federal credit programs Increase the Federal deficit and the 
national debt. 



' borrowings. 



- Both direct and guaranteed loans Increase credit market 
activity, forcing Interest rates up and thus Increasing 
Treasury's cost of borrowing. 



Because Federal credit activities have such substantial effect on the 
Federal budget and the national economy, the credit budget was created as 
a separate entity In the Federal budget. 

• The creation of the credit budget was a significant change In 
policy development. 

. The credit budget made possible, for the first time, tha control 
of several credit programs, 

, It J as provided a means of making decisions on many programs 
within the context of all Federal credU activity. 

The credit budget comprises all direct loan obligations and loan guarantee 
commitments of all Federal agencies. 



Direct loans use 



Treasury funds and force additional 
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• It makes no distinction between on and off budget entities. 

. Its totals are based on gross levels of activity, without offsets 
for repayments. This measures the current credit program levels 
enabling Government control over the activity itself. 

Credit has been used a great deal by the Federal Government to implement 
agricultural and rural development policy. 

. Over the past 60 years> farm policy has been carried out 
basically through CCC cofTWodity and export loan programs. Only 
recently have direct Government grants to Individuals played a 
major part in Federal farm programs. 

• Rural development has been assisted by the Federal Government 
with FmHA and REA loan programs. 

Therefore, Federal credit policy in many ways helps form farm and rural 
development policy and vice-versa. 

. Federal agricultural policy, guided in large part by Federal 
credit programs, would be shaped by decisions and changes in 
overall credit policy. 

. Conversely, the Federal credit budget* about one-third of which 
is agricultural credit, would be significantly affected by 
decisions and chinqes in agricultural policy. 
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Federal credit activity has grown greatly and efforts to control this 
growth have increased as well. 

Federal assistance to farmers has also grown greatly and efforts to 
control Its growth have also Increased. 

Since most of Federal farm aid is in the form of credit, these efforts 
coincide with each other and with the larger overall effort to control the 
growth In the Federal deficit. 

As long as this relationship between agricultural and credit assistance 
remains, we will continue to see joint efforts to control both. 
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RURAL LOCAL GOVERNMENTS; 
TRENDS AND PROSPECTS 

J» Norman Reld'^ 

RURAL GOVERNMENTS; THEN /OT NOW 

In 1962, jutt twenty years ago, the average rural local government 
raised $175 In revenues for every man, woman, and child living within Its 
borders (figure l).L^ Over four of every ten of these dollars came from 
taxes, and nearly ail of these from property taxes. State aid contributed 
a third of local budgets; direct Federal aid, which totaled less than $3 
per person, was Insignificant. User fees and miscellaneous revenues made 
up the rest. Most local dollars went for education, by far the largest 
local budget Item (figure 2). Highways— traditionally important to rural 
communities — made up 14 percent and comprised the second largest item. The 
remainder of local budgets were divided among a number of small functions. 

Much had changed by 1977. In nominal terms, total revenues had grown 
to $635, more than three and a half times their 1962 level. Most of the 
Increase occurred In taxes and state aid, though on a percentage basis, 
direct Federal aid was the fastest g owing local revenue source (figure 3). 



*Head, State and local Government Section, Economic Development 
Division, Economic Research Service, U.S. Department of Agriculture, The 
author would like to thank Patrick J. Sullivan and Eleanor Whitehead for 
their assistan<*e in preparing the data for this report and Leon B. 
Perkinson for numerous helpful comments. The paper also benefited from 
discussions at the symposium. 

i/Throughout this paper, "rural** governments are defined as those gov- 
ernments serving outside a Standard Metropolitan Statistical Area (SMSA), 
as defined In January 1974. 
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Figure l--Nonmt»tro loi-al ^ovornment revonius bv souri'o: 19b2- 




Figure 2 — Nonmetro local government direct general expenditures, by function: 1962-1977 




SOURCE: Census of Governments. 1962 and 1977. 
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Reliance on the property tax dropped significantly, with the slacic taken up 
by other taxes and Federal dollars. 

Given the rate of increase in local budgets, the reallocation of local 
dollars among functions was surprisingly alight. Education continued to be 
the major function of rural local governoents. Highways declined In rela- 
tive importance, while health and hospital spending, as well as police and 
fire protection programs, grew. The amount of attention given to other 
areas remained comparatively constant. 

Rapid inflation was a major factor i.n local government finance during 
this period, and between 1962 and 1977 the price of local government inputs 
rose by nearly 150 percent (U.S. Bureau of the Census, 1979).-?/ Even so. It 
is clear these rising local budgets reflect the basic fact that rural 
governments were simply doing more in 1977 than they did in 1962. If the 
1977 expenditures are adjusted for inflation, as they are in .'igure 4, it 
is clear that Important changes In local functions occurred during the 
15-year span. General revenues were up more than 47 percent, and ref- 
lecting this increase In activity, per capita local government employment 
(full-time equivalency) increased by 52 percent (Perkinson, 1982). On the 
other hand, general long-term indebtedness dropped sharply in real terms, 
and direct spending increased loss rapidly than revenues. ?^ 



- The Implicit price deflator for state and local government purchases 
is usually accepted as the best indication of price increases in the state 
and local government sector. Vs deflator for 1977 (with a base of 
1962-100) was 246.7. 

^^For an excellent in-depth review of local fiscal trends during the 
sixties and seventies, see Thomas F. Stinson, "Fiscal Status of Local 
Governments," in Nonmetropolitan America in Transition , edited by Amos H. 
Hawley and Sara Mills Mazle (Chapel Hill, N.C.: University of North 
Carolina Press, 1981), pp. 736-766. 
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Figurt? 4 — Nonmetro local govornmiMU oxpendlturo trends (1962 dollarn) 
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Clearly, then, this was a time of great change for rural governments. 
But the financial figures do not tell the whole story, A number of other 
changes were afoot during this period as well. Let us now turn to a con- 
sideration of some of these* 

MAJOR CHANGES OF THE PAST TWO DECADES 

The past two decades have witnessed a good many major changes In the 
American governmental system. Lest their familiarity cause them to be 
taken as common, let us recall some of the more slgnlflcarti Starting In 
1960 and continuing throughout the sixties and seventies, we Initiated a 
major program of civil rights legislation leading to Imp.rtant changes In 
the welfare of the American people and In the functioning of Its govern- 
ments • In that same decade, we experienced a period of judicial activism 
that produced such court decisions as Baker v* Carr, the "one man-one 
vote" rule that ended rural domination of state legislatures, and a series 
of school desegregation decisions. While we waged an unpon-'^ar war that 
has had continuing divisive effects on our society, we undertook to build 
the "Great Society," providing medical care to the poor and aged, equal- 
izing economic opportunities throughout the land, and attacking many of the 
Ills that accompany our modern society. In the late sixties ?nd seventies 
we passed landmark legislation Intended to guarantee a clean and safe 
environment for ourselves and future giineratlons, and we poured billions of 
dollars Into remedial programs to meet this objective. We survived a major 
crisis of confidence In the presidency with our constitutional system 
Intact. Following the economic boom of the sixties, we have faced several 
periods of downturn In the seventies and eighties, made more complicated by 
startling Increases in oil prices and persistent high rates of Inflation. 



r 
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We have cone to believe that the rapid rates of public sector expansion 
that characterized the sixties and seventies are not possible— and perhaps 
not desirable— to sustain, and we began to search for new definitions of 
governmental roles* The r«.pid rates of population growth that have been 
with us since the forties declined in the seventies, and that population 
began to redistribute itself in ways never before seen by moving out of the 
cities and into the countryside in greater numbers than the reverse. These 
are, of course, only some of the events that have helped shape the present 
day, but clearly if they had not caused Important changes in rural 
government it would indeed be surprising. 

In fact, rural governments themselves have changed much since the 
early sixties* I would like to point to three broad trends that I believe 
are of particular importance. 

The Local Role in the Intergovernmental System 

First, rural governments have become increasingly integrated into the 
Intergovernmental system. The change in the federal system since the early 
sixties has been dramatic, affecting both urban and rural governments. At 
the heart of this change has been the rapid growth of Intergovernmental 
aid. From 1962 to 1977, per capita Federal and state aid to nonmetro local 
goveruments grew by 75 percent In real terms and by 1977 rural governments 
relied on these higher governments for 48 percent of their revenues, much 
more than they received from property taxes, long the mainstay of local 
finances. 

The aid increases took many forms. The massive expansion of Federal 
aid In the sixties led to Increased direct aid in some cases, though it was 
not until general revenue sharing was adopted in 1972 that most rural gov- 
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ernaentB received their first funds directly from Washington. Most Federal 
aid Co smaller governments was '*pa8sed through*" state agencies and thus 
shows up as state aid in the Census Bureau's statistics. But .federal dol- 
lars do not account for all the increases, as many states adopted their own 
revenue sharing programs in the sixties and seventies. 

There are several consequences of this change. Clearly the Increafsed 
funding has helped rural governments meet their service needs and has pro- 
duced some dramatic improvements in their performance. However, these 
improvements have not come without a price. Increased dependence on Fed- 
eral dollars has left rural governments more vulnerable to fluctuations in 
the Federal budget process. And the aid has been accompanied by increased 
complexity in the intergovernmental system, as rural governments have 
become subject to new regulations, standards, and increased paper%rork. 
To obtain funds, rura' governments have had to gain expertise in 
applying for grants, accounting for intergovernmental aid expenditures, and 
other technical matters. More communication between local governments and 
other institutions^ public and private, has also been required to meet the 
demands of all parties involved in the intergovernmental system. In addi- 
tion, local governments have picked up new responsibilities, such as con- 
forming to Federal environmental protection regulations and to state man- 
dates. 

How have rural governments fared under these changed conditions? For 
small governments in rural areas, gaining the expertise to handle these new 
responsibilities has not been easy. Their efforts certainly have been 
helped by the expanding role of national organizations, such as the National 
Association of Tovms and Townships, the National Association of Counties, and 
other groups that have represented rural government interests in Washington. 
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The rising rural share of Federal funds may be attributed In part to the suc- 
cess of these groups. Nevertheless, there are still complaints that the voice 
of rural governments Is not adequately heard on Federal policy matters, and 
that these policies consequently do not fit rural conditions as well as they 
might (Highlights, 1982). 

Quantity and Quality of Local Services 

At the same time, rural governments have made much progress in improv 
ing their public services. Expenditure levels are crude measures of local 
government performance, but they do give a general indication about major 
trends that may be taking place. The real per capita expenditures of rural 
governments grew by about forty percent between 1962 and 1977, the most 
recent year for which data are available. Most of the increase in real 
spending came between 1962 and 1972j though local budgets swelled in nom^ 
inal terms between 1972 and 1977, nearly all of this increase resulted 
from inflation alone. 

This increase in local spending reflects both improvements in local 
service quality and a broadening of local programs to more nearly match the 
range of amenities customary in urban areas. Still, rural governments in 
1977 spent 25 percent less per capita than urban governments, with most of 
the difference resulting from lower spending for noneducatlonal programs in 
such areas as welfare, public safety, environmental protection, and 
housing. 

Federal aid — especially remedial programs— are a major reason for this 
progress, of course. But local tax bases have strengthened as well, and 
rising Income levels have allowed locally-raised revenues to increase In 
per capita terms but still decline slightly in relation to local income. 
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K» a result there has been an overall Improvement In rural fiscal condi- 
tions—higher levela of local services ana mild relief in local revenue 
efforts. 

Not All localities have participated equally in these service improve- 
mttnts, however. While a recent study (Stinson, 1982) found a significant 
reduction between 1962 and 1977 In the number of county areas below a 
"government services poverty line" (figure 5), a significant number of 
counties remain below minimum national standards for per capita local 
expenditures. Host of these counties are nonmetropolltan, relatively poor, 
predominantly Black, and concentrated In the South. 

In addition, some have experienced rapidly rising local revenue 
efforts, a comparatively new problem for nonmetropolltan areas. Between 
1972 and 1977, local revenue raising efforts Increased In many nonmetro 
areast but most rapidly in the most highly rural counties (figure 6). The 
resulting fiscal strain has been most Intense In totally rural counties not 
adjacent to metro areas— places already at high levels of local revenue 
effort. 

The Structure of the Service Delivery System 

The system for delivering local services Is also much changed. This 
has affected both the quality of local services and the way they are pro- 
vided. 

Major structural changes In local governments have occurred during the 
past two decades. Some have merely extended longstanding trends. The num- 
ber of Independent school districts declined by more than half during the 
sixties, continuing a movement to consolidate small school districts, 
though during the seventies this decline slowed considerably. At the same 
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time, special districts, which typically perform limited functions wlrhln a 
specially defined area, continued to grow In both numbers and their share 
of locnl government spending. Counties, the major providers of local ser- 
vices In most parts of the rural U.S., also have been revitalised, taking 
responsibility for an even larger portion of local expenditures. Municipal 
governments, the most prominent form of local government in urban areas, 
declined slightly In ttieir share of local government spending. Township 
governments, once nearly withering away in somo areas, have now acquired 
new duties and found new funding sources, and some are again becoming a 
vital part of the local government system. 

At the same time, state governments have assumed larger roles in both 
financing and directly provluing local public services. A strong and con- 
tinuing shift of duties from local to state levejs of government occurred 
during the sixties. The trend ht continued, but at a slower rate, with 
nhe growth in direct Federal aid t.o local governments • 

Hosslbly the most dramatic structural change In the last two decades 
was the formation of a national network jf substate regional agencies. The 
creation of these bodies introduced a new layer of government serving larg- 
er areas than traditional local governments. Substate regional agencies 
are unique products of the sixties and seventies, usually the result of 
encouragement from Federal programs (Stam and Reid, 1980). Although most 
operate with sanction of state law, substate agencies seldom exercise full 
governmental powers. They have considerable local planning and coordi- 
nating duties, but few have the right to tax or provide direct services to 
the public. Many are in a position to influence local policies, th.ough 
this most often comes Informally, by persuasion or example. 
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Although Che regional approach has been helpful, It was just starting 

s 

to be established when Federal budget constraints forced the termination of 
many prograas supporting these agencies (Reld and Stan, 1982; McDowell, 
1983). Kxact figures are not available, but since 1980 a number of 
regional agencies have gone out of business, while others have had to 
curtail their programs, informal evidence suggests that rural areas may 
have been the hardest hit. 

Other less dramatic but potentially significant changes have occurred 
In the way services are provided at the local level. Some services 
previously supplied by private firms have been taken over by municipal gov- 
ernments; public transportation and the operation of sanitary landfills are 
leading examples. In other Instances, cities— while retaining respon- 
sibility for the quality of services— are contracting for service delivery 
from other governments or private firms to reduce their costs. Further 
Innovations In local service delivery are likely as local governments seek 
ways to cope with tightening budgets. 

Internal Improvements In local government organisation have occurred 
as well. Rural leaders— more prone to be part-time, citizen officials- 
have made use of the greater number of training opportunities available 
throu)?h the Cooperative Extension Service, state community affairs agen- 
cies, associations of governments, community colleges, and the like. These 
have led in ^vneral Improvements In the capacity of rural governments to 
anticipate, Influence, and direct change In their communities through more 
effective policy development and program administration. Federal funds 
have provided Incentives to hire professional managers, and many communi- 
ties have done so, sometimes nn a shared basis with other communities. 
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While there has been much progress in professionalizing rural gov- 
ernments, the inprovements have been spotty and the manageraenc of many small 
places leaves something to be deslredt Pald» professional managers are still 
uncoBBon In rural areas. Rural officials cite the need for more trained 
p«oplc and more In-servlce training to keep skills up-to-date (Highlights, 
1982). A key area of concern for many Is financial administration, which 
holds promise for helping rural officials to use their resources more 
efficiently. Other officials seek enhanced service efficiency through 
laproved management of volunteers, more effective service contracts, and 
Improved intergovernmental cooperation. Strengthened long-terra planning In 
the area of capital finance, zoning, natural resource use, and business 
dcvolopment has the potential to help rural communities avoid costly tnlstakes. 

TODAY'S CHALLENGES 

While evolution In the governmental system has left rural governments 
In a much better position than just twenty years ago, that evolution has 
not stopped. The change goes on. And so rural governments will face a 
number of Important challenges In the eighties. I would like to point to 
three of these. 

_Poj>ulation Change 

It has been widely reported that rural areas have undergone a major 
reversal In population crend during the past decade (e.g., Beale and 
Fugultt, 1978). While most rural counties were losing population In the 
sixties due to continued movements away from the countryside and small 
towns and Into urban areas, In the seventies many of these same areas 
experienced growth for the first time tn decades. Most rural communities 
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grew durlftj? this period, some very rapidly, thougli some areas— especially 
In the Great PUlns region— cone Inued to face stable or even docllnlng 
population*. Despite some signs that the rates of rural population growth 
may be abating (Bluestone, 1982), population growth continues to be a major 
factor In determining the future of nany rural places • 

This population growth presunts unorraous pressures on rural communi- 
ties and, as a result, their governmtfiUrt. New populations present new 
demands for public services— water , waste disposal, police protection, 
education— that must be uet by raising expenditures to higher levels 
(Stlnson, 1982). Th's In turn means that new revenues must be found to 
meet these added costs. Many communities find themselves under consi- 
derable fiscal strain as they try to meet these expanded needs before the 
new residents and businesses begin contributing tax dollars to support 
local programs. Planning for Increased services can also present headaches 
for local officials, who must exercise care If they are to avoid costly 
mistakes. The Influx of new residents can of*.en upset the social 
structures of rural communities, adding the pressure of community conflict 
over goals to the inevitable financial challenges. 

Intergovernaental Changes 

Even a casual reading of the press accounts during the past two years 
should convince the loost hardbolled observer that the federal system Is 
undergoing Important changes. Both the reductions in aid levels proposed 
by the current Administration and t^e decentralization li. the organization 
of those aid programs promise an Intergovernmental system that differs In 
significant ways from the one to which we have become accustomed. Even If 
the proposals of Che Reagan Adralnlsttatlon should fall to be adopted, 





297 



observers are agreed that major changiia are on the horizon. The levels of 
financial aid to state and local governments peaked in 1978, two years be« 
fore the Reagan Adainlstration took office, demonstrating that the current 
reductions are part of a long-tern trend, and not merely the product if a 
particular political philosophy (DeGrove ami ?xroud, 1981), Whatever the 
fat^ of this Administration's proposals, it seems clear that the federal 
system of the future will be different In Important ways. As one observer 
has noted, "the nation Is approaching, but has yet to cross, an historic 
threshold In the continuing evolution o: federallsn" (Colaan, 1981), Just 
how the system will change, and how much, remains to be seen, of course. 
But the central role that Is proposed for states In the block grant initi- 
atives makes It clear that their response will be critical In shaping the 
systea of the eighties and nineties. Two things seen likely as a result. 
First, the locus of declslonaaklng for many critical Intergovernmental 
Issues will be shifted away from the Congress and Into the halls of state 
legislatures. And second, for this reason, a multiplicity of Intergovern- 
mental approaches, rather than a unified one, wlU be the result as each 
state decides to define Its own programs In Its o%m ly* 

Due to their Involvement with Intergovernmental relations, rural 
governments arc now more vulnerable Co changes to the federal system than 
they were just ten short years ago. Thus, the transition from the federi.1 
system of the past to the one of the future wlM require much care If rural 
coaaunltles are to receive fair and effective treatment. Under the old 
system, rural governments often labored under rules designed for much 
larger and more diversified governments, with greater fiscal and management 
capacity and therefore a much greater ability to respond to federal program 
reciulrements. Consultation with rural officials and their representatives 
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cart help avoid pollclea that treat rural governments unfairly. A key 
challenge to policymakers at the federal and state levels will be to avoid 
the temptation to institutionalUe policy decisions taken during this time 
of transition, thus locking into place programs that may be inappropriat#» 
for the new state of affairs that is yet to emerge. 

Revenue Consrraints 

Meeting growing service demands during a time of declining intergov- 
ernmental help will pose important challenges for rural governments. Many 
experts expect the eighties to be a time of fiscal austerity for all 
governments, but especially those at the local level. While population 
growth will put new pressures on many localities, Ic is the cutbacks in aid 
levels that will force rural governments to make some very tough decisions 
about whether to raise taxes or cut services and, if the latter, where 
these cuts are to be made, A number of other factors will complicate local 
responses. Local governments — especially the smaller ones that predominate 
in rural areas — contlnuia to labor under restrictive, state-imposed tax and 
debt limits that Inhibit many creative local responses to these financial 
pressures. Privatization of public services, advanced In some quarters as 
a response to fiscal pressures, is not seen by local officials as providing 
a likely solution to their problems. Inflation, which plagued local 
Kovernmonts throughout the seventies, now seems to be abating, and this may 
provide some relief to local governments. Still, rational choices about 
where to cut services — if cuts be needed— will not come easily. 
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CONCLUSION 

In li^^ht of these conditions, what can uc say about the rural policy 
agenda for the eighties? Two questions seem likely to dominate the foro- 
atton of duch a policy. The first relates to the level of public services 
wfi want to nalntaln, whether we can austalr It, and how we want to organize 
to provld*? It. While It now seems almost certain that a oajor reallocation 
of functions among levels of government, and between the public and private 
sectors, Is Inevitable, the resulting shape of the federal system Is by no 
means set. Many experts agree, however, that we will surely not return to 
a system we had In an earlier time; rather, we are on the verge of devel- 
oping a new set of relat Jonshlps among governments, and with the private 
sector, that are more appropriate to our changed society. 

Second, while many of the changes have been beneficial and appear to 
have led to significant Improvements in local public services and in the 
fiscal position of local governments In rural areas, not all rural com- 
munities have found themselves In more favorable circumstances. Some face 
a substantially deteriorated position; others have failed to share In the 
■ore general Improvements that have characterized nonmetropoUtan local 
governments as a whole. Knd some observers have argued that these general 
Improvements are merely Illusions created by feeding program operating 
costs by deferring needed capital Investments (Choate and Walter, 1981). 
Thus, despite these changes, many rural governments must grapple with new 
or continued challenges during the remainder of the eighties. 

The need to solve old problems at the same time as we are rethinking 
the configuration of our system provides a difficult environment in which 
to make policy. There Is much that we do not know about either the old 
environment or the new one. While our picture of where we have been is 
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probably accurate In Its major outlines, It remains both Incomplete and 
out-of-date* We need to understand much better than we do the full effects 
of the Institutional and financial changes of the last 20 years on the 
quality of rural services, and we need to be sure that the advances we had 
■ade through 1977 have not cone unstuck during the fiscal austerity of the 
late seventies. 

We know even less about where we are headed and will need to carefully 
Bonltor the new systeoi as it evolves. During the transition period, 
special care will be needed In shaping policies. Policynakers aust act 
cautiously as they respond to new and pressing needs to assure that new 

policies fit within the eaerglng governnental structure In a constructive 
way that does not preaaturely foreclose other options for the longer run. 
It will not be easy. 



♦ 
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AGRICULTURAL COM>a'NTTrF.S: CAPACITY TO (iOVKRN 



Roburt .J. Paciorro* 



INTRODUCTORY RKMARKS 

l,tt UR begin our prcscntntion by i;nying that rurnl America U facing Its 
biggest challenge todny than at any other time In our nation's history. Vc 
could be vt*ry pessimistic and say that we '*rurnl i C(^.<;" are in deep trouble and 
may not survive; howevpr, we do rot believe that's the case. Instead let us 
H.iy that we arr in a fiituation that will rrnulre the vury best wo havp to 
offer. 

In general, local rural governing hodlesi whether in fast growth or slow 
growth areas, will bo faced with serious financial and programmatic changes 
that will make them very unpopular with many of fhe citizens. Taxes may have 
to be Increased significantly and programs may havo to be cut severely to cope 
with the decreaso5^ we will experience as a result of new federalism. And we 
do not mean to Imply that the {'resident's economic, program is bad» not at all. 
In fact* it may well be the very stimulant we need to stop the f,alloping 
Inflation that has cworvhelmed us in thcfto last several decades* 

Adding to the severity of the situation arc the vast numbers ol rural 
Rcverning bodies Involved. In Virginia, for example, we have 323 cities, 
counties, and towns. Of these, 92.3!S or 300 would be classified as "rural" by 
federal standards, i.e. less than 50,000 population. Lookinf, at the national 
scene, we find more than 40,000 units of government of which 72% contain less 
than 2 ,500 population. 

So, whllt* our urban frlunds are expounding their plight nnd their high 
population figures, we in rural America are just as concerned, .nnd rightly so, 

* Senior Associate; Application Systems Development Department, CACI , Inc. - 
Federal. 
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because the rapacity to govern is being threatened in many areas both from 
without ai..i within. And it's these threats that wc would like to touch on 
first. 

After dealing with threats, we want to discuss sone of Che local govern- 
ment functions as they relate to the theme of this paper. These functions 
include education, health and welfare, utilities, housing, transportation, 
recreation, law enforcement, and fire and rescue services, 

THRFATS TO LOCAL GQVF.RNMKNT 

As we present the "threats" please do not assume Chat we are being nega- 
tive or chat we have an "axe to grind". Some of those threaCs are accidental 
while some may be deliberate; some may be unavoidable and aono are certainly 
sel f Imposed. 

External Threats 

We see three basic external threaCs; however, we're sure there are others. 

The first hat; to do with federal and state funding for local governments. 
Local funding sources from 1960 to 1980 have decreased about 20% while reliance 
on federal and state revenues have Increased by ^5% for the same period (Figure 
!)• It doesn't take a genius to see what problems have arisen because of this 
trend. Adding to the woes of rural areas Is the fact chat in 1967 we received 
20. of federal and state funds distributed, but 10 years later that 
percentage had dropped to 17.5 - a 16.6% decrease (Table 1), 

A decrease In funding will result in the local governing bodies being 
forced to change their general operating procedures. This means we will have 
to learn to adapt , to decrease , and even to eliminate some of our programs, 
capital improvements and general governmental functions. Surely the raising of 
taxes to bridge the gap is not the only solution! No doubt we can learn to 
Innovate; or find new sources of funding; or learn better ways to do the same 
things we have been doing. It will force us to determine what our priorities 
really are; who gets what; who gets cutback; who gets cut out? 
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Figure I 
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A second external thrcnt has to do with thu increased number of federal 
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administrative procedures far more complex th.n most rural localities ever 

imflglned (Figure 2). 
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Soureta of Loeal CovtrnMRt Uvtnut At a Ptre«nt of Totil Kcvtnut* by SMSA St«eua: 1967 tnd 1977 



t 411 awrtra—f : Im14« SHSA't ; Outtldo SMSA*t : All lovontntt ! Inaldo SHSA'a ; Out • Ida SMsKHr 

ALL Govnimms 







29. i 




J7« A 


JO. J 


A9 A 
02.0 


rroparcy xuaa 


^a n 


Aft 1 


16 n 


in 7 


11 1 


20. 2 




a* u 




J. t 


9 A 
f • 4 


0.4 


A A 
0«(l 


vUZTanc tfiwr^flB 


0 7 


0 1 
9. J 


1 A 0 
tU. 9 


0 9 


0 9 

7« A 


II lO 


vcxixcj Mvanua 


a 1 


■ n 

B.U 


a A 

0.4 


7 A 


7 fi 


a 0 

0.9 






A A 
0.4 


A 9 
0.2 


9 • O 


% 8 
7.0 


A 7 








North Eaat 








intar^ovarnMntai 


Jill 


JU. A 


K A 
0 


10 A 
J9 • U 


1ft A 


A9 1 
42« J 


rrop TC/ laxaa 


■I I 1 o 


■iU* 9 


Al 1 




lA ^ 


1ft 1 


Othar Taxaa 


a 7 

Off 


a A 
9.D 


4.0 


9.S 


t n £ 

lU . it 


A 1 


Currant Chafgaa 


7 1 


7.9 


6.6 


7.1 


7 t 


A a 
o«o 


savaatts 


K 7 

9* f 


6.0 


3.7 


4.0 


A t 

4. 1 


\ A 


All n»WAw 

AAA ucBar 






3.0 


5.1 


A 1 

9.2 


A 1 
•1. J 








South 








Inrar^ovanBanCal 




29. 3 


38.6 


40.6 


38.4 


49.8 


Froparty Taxaa 


29* 7 


32.9 


25.0 


22.8 


24. 2 


17. 3 


Othar Tazaa 


O > J 


8.3 


J. 7 


8.2 


9.5 


5,0 


Curraat Chac^aa 


1 ZkO 


12.6 


13.2 


12.6 


12.3 


13.5 


vCAAicy MvaBua 


10* 2 


10. 1 


10.3 


10.9 


10.6 


11.7 


All Othar 


7*8 


6.8 


9.2 


4.9 


5.0 


4,7 








North Cantral 






IntargovoroMnta 1 


27*9 


26.1 


31.6 


39.0 


36. 7 


39,8 




AA T 


44.8 


43.3 


32.5 


•it A 


32.1 


Othar Taxaa 


3.5 


4.6 


1.5 


5.0 


6.1 


2.3 


Currant Chargaa 


9.S 


9.5 


10.4 


10.2 


9.4 


12.0 


Utility Ravaoua 


S.2 


8.0 


8.4 


7.0 


6.2 


9.2 


All Othar 


6.3 


7.0 


4.8 


6.3 


7.0 


4.6 








Veat 








lotarKOYanaaatttal 


31.7 


30.4 


36.6 


38. 1 


37.3 


41. S 


froparty Taxta 


38.8 


40.0 


34.3 


32.5 


33.0 


30.3 


Othar Taxaa 


5.0 


5.4 


3.2 


6.2 


6.6 


4,3 


Currant Chargaa 


9.0 


8.4 


11.3 


9.1 


8.7 


11.4 


Utility Uvanua 


9.0 


9«0 


9.1 


8.1 


8,3 


7.2 


All Othar 


6.5 


6.8 


5.5 


6.0 


6.1 


5.3 



* Includaa aalaa aod ineooa taxaa and aotor vahiela liccnaaa 

**Ineludaa Intaraat aaralnfa* apaelal atMaoMOta* aad laturaa«a truat ravanua 

Soureat U.S. Dopartaaat of CoMorea* iuraatt of tba Canaua. Coaaua of Covarnoanta . Vol. 4t Ccvarwcntal Financea , 
No. it Coaoaodluai of Covarna>ant Ftoancaa , 1967 and 1977. 



316 



306 



While these mandates Incrense, local governments find their funding 
decrrdsing. Therefore, the cry being heard all over the country from locals Co 
Btate and federal agencies is simple - don't mandate programs unless yoa fund 
them completely, and not just the start-up phase! Some local governing bodies 
oay they have been misled by federal programs that beg^n with lOOZ funding only 
to find that each successive year brings a lesser percentage of funding and the 
expectation that local sources will assume the balance. Such programs as those 
found in CETA, Chapter X of mental health and mental retardation, and Section 
18 of UMTA are examples. In each of these, ^ IntDrgovcrnmental financial aid at 
the beginning was at or near lOOX; however, each program also contained a 
procedure for less involvement each year of operation. 

The President's first state-of-the-unlon message seemed to favor more 
state and local control over programs with the means to fund such programs. If 
this proven to be the case, it will bo one of the greatest aids local govern- 
ments can hope for. 

When we take into consideration the complexity of administration, vc run 
into another problem. Many local rural governing bodies have very small 
staffs. These may or may not be professionally trained. We once served an 
area of bettor than 350 square miles inhabited by lfi,500 people. Our staff 
included one trained person - mo! If you came to our place and asked to see 
the finance officer that was me; the purchasing officer that was me; the 
personnel officer, me again; what about the public works officer and the 
subdivision administrator, that's right, me again; plus the civil defense 
coordinator, the budget officer and the county planner. While our situation 
may be a little extreme for some localities, it is the norm for many others. 

Many other local rurftl governing bodies will have no staff at all, or only 
a part-time staff, at best. Therefore, little or no coordination among elected 
officials takes place. With today's administrative demnnds, this latter 
situation is impossible. In Virginia there are still five or six counties and 
several towns that !iave no Administrator or manager. 

This situation places even more responsibility on the elected official who 
must then do his own Information gathering and report prepnrntion bofore he can 
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Study the issuosi and who must personally oversee the work of the community, 
We know of a county of about 8,000 with a three mt-Rber board of superviaors. 
In this county the board members meet at the courthouse daily to conduct county 
business normally done by an administrator. 

The job of planning for future needs and development, as well as admin- 
istering all the federal, state and local programs is overwhelming and growing 
every day. Can a county or town operate efficiently and effectively without a 
capable staff? Is It really the job of the elected officials to do the work 
"in the trenches" or to set policy and make decisions? 

The last external threat which we will Couch on briefly relaCcis to popu- 
lation trends. Many rural areas are experiencing a tremendous growth rate - 
perhaps 20% or more annually. These communities must struggle with questions 
of how to provide for the new people and who will pick up the tab f or . new 
facilities, utilities and programs. The seemingly simple solution of raising 
taxes to pay for needed expansions or additions is usually not adequate for at 
least two reasons. One is that the population growth may not be enough to 
generate the amount of revenue needed to pay for the services; and, second, the 
time frame between Che influx of people and the receipt of tax revenue could be 
several years when you consid !r the time for required action by the governing 
body, the planning and constructing, and the reassessment schedule. 

Wille the slow growth communities may not faro the ^ssues just mentionfid» 
theirs is the issue of maintaining what they havi? and replacing the antiquated. 
The problem here is simply one of inflation outrunning thp revenues. Wliile 
inflation may be Increasing at a rate of more than lOX per year, the revenues 
will probably be less. 

At the samp time the nroas that arc still experiencing decline in popu- 
lation, and there are many of these, mu«t deal with the question of providing 
or continuing services with a reduced tax base. In this case it may be neces- 
sary for these communities to either eliminate certain programs, or turn them 
over to the private sector. In some cases, iv may be possible to enter Into 
mult l-jurist!ictlonal agreements, or perhaps evt'n look to volunteers to assist 
in contlniiinR a service. 
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Internal Threatfl 

While the external threats discussed are severe, perhaps the internal 
threats are more so because they are more difficult to deal with. These 
threats relate to more emotional and personal relationships and ought not be a 
problem at all. but, human nature being what it is, the Issues are serious. 

We will begin with the population threat. We already discussed population 
trends; however, here we want to talk about population composition. It is 
almost always a certainty that when new people move Into a rural co.smunity, a 
clash of ideals, philosophies and demands will surface. While the natives will 
attempt to maintain the status quo, the "coot Inners'' will w.^nt to break with 
tradition and do things differently. One newcomer described the "old-timers" 
by saying they were bound by a strange motto "we never did it that way 
before!". 

If the newcomers are young couples, their demands will include such things 
as schools, utilities, and recreational facilities. If, on the other hand, a 
rural community experiences a growth of older, retired folks, the demands will 
be more for health and welfare programs, transportation and housing. 

Local elected officials must balance the needs/demands from the higher tax 
producing young coupl^e with those of the less tax producing, but more 
populous, senior citirens. 

The second internal threat lieals with what we call "professionalism" for 
lack of a better term. By professionalism we mean to imply a degree of 
expertise on f.^e part of the elected officials and appointed officials alike, 
that will Include such things as common sense as well as Intelligence, honesty 
as well as diplomacy, friendliness as well as firmness and the willingness to 
represent ail the citizens of the community regardless of race, financial 
status or social standing. 

Today's elected official must be ready to spend many hours every week 
attcndlns meetings, studying Issues, reading reports, attending more meetings. 
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talking to citizens, deciding Important issues* setting policy and attending 
even more meetings. And nil this, with very little pay, nnd a major disruption 
to his or her normal occupation. 

The rcjcnt influx of people back Co rural areas only intensifies the need 
for professional offlclalSi Wc believe certain skills arc nov a requirement 
for local officials. Such skills include the ability to comprehend the budget 
process and to analyze financial statements; the ability to deal with employees 
and confit itutlonal officers and Co manage the affairs of the courthouse or 
municipal building as well as the county or town. In fact, we feel so strongly 
about this that we would almost be willing, fo lobby for legislation that 
required prospective officials Co pass a test or take some kind of training 
before they could assume their office. 

Lastly, Wf want to touch on an internal threat that has really hindernd 
more* localities then we'll ever know about - turf battles! The time has come 
when we can no longer afford to fight turf battles with surrounding governing 
bodies. The economics of the day make it mandatory that cooperative ventures 
between and among governing bodies be explored in order to bring about 
economios of scale, and cost efficient practices. There arc any number of 
servicps that can be provided by one governing body for oth.^r governing bodies 
witli very little morp pxpense and a nt't savings to all concerned. Such 
f.ervlce*? nay Include utilities, hulk purchaslnp, cooperative use of a computer 
and uther technologies, law cnf orremert , recreation, vocational education, 
health r.orviccs, assistance for the handicapped and elderly, transportation, 
and others. 

Honadl(» lists three types of Inccrlocal cooperation that may be possible 
fHonadlo, P)ftO). The fir.Mt is tho joint operation of a facility. This method 
if. p;»rt icuhirly good in ca^^es where c.ipital investments nay be prohibitively 
high fnr .1 single U'cality. Kxanplus of tins type of cooperation may be the 
joint operatloo of a sanitary landfill, r. recreational site, a pol Icc/omergency 
dispatching system, or even the use of a computer. 

A pn;tual aid pact vv agreencnt is another type of cooperative venture 
pOHHlhle. ParNO parts m.-»v ho inform 1 (^r verv detailed; however, they usually 
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cov^r only one partlrulnr service. Fire fight I np. nnd police protection nre two 
o*" the most Tfistnon oxamploK of such nncts. Inasmuch ns fire nnd crime are no 
respector/^ of poUtirnl boundaricr. i these services seem to be most compatible 
to mutunl ngreemrnts* 

Thf Inst typo of interlocal cooporatic^n possible is the purchase of 
services. Thl*? ban been done for many yc^r.s in metropolitan areas, and is 
Incicr.sing In rufi'I areas as wrlJ, Solid waste pick-up and handlirj* may well 
be ore. area where a locality can purchaht* tho servirrs from another locality, 
thus stvlng the capital outlay plus operation and maintenance expenses. 

Fipurc 5 lists some of the benefits and some of the barriers to Increased 
interlocal cooperation. 

Wliat nust happen is for govcrninR bodies to first admit there arc 
bnrricjrs. Then an honest effurt must be nadc to remove the barriers and to 
explore simple ventures fi^herc a cooperative approach will succeed. Once this 
has been accomplished, the door will be open for many othor ventures. 

In order for the above to take place, we must be acutely aware of the 
flcrceb' independent nature of rural citizens In jjeneral wliich usually causes 
thtm to bo f.omewhat sur.plcious of t'odcrn! and Rtate programs, pnd even a bit 
unsure oi i^o Ighbor t nf, ^overnln^ bodies. There always seens to be the fear that 
soneonc will try to usurp sone of the authority of the locals. If this is the 
case, officials need to learn to overcome such an attitude or they could well 
"drown in their own juices". 

U)CM CUVF.RNHFNT F!*N'CTrONS 

Kdurat ion 

In Some respects, education Is probably the biggest issue with which many 
rural communities must deal. This is especially the case in those states where 
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BENEFITS ANT) BARRIERS TO 
INCREASED INTERLOCAL COOPERATION 

SoBie Possible Benefits 

Reduced costs resulting fron larger scale of production, or discounts 
from volume purchasing 

Improved services where problens cross governmental boundaries 
More politically acceptable than consolidation 
May resolve- local administrative problems 
Preserves more local control than consolidation 
Is temporary and can be ended when necessary 
Barriers to Greater Use of Agreements 

Political rivalry or personal conflicts 
Difficulty of allocating costs among participants 
Can lead to double taxation In some cases 
Lack of supervision and control can occur 
Lack of legal authority to enter agreements 

Administrative problems involving billing arrangements, Incompatible 
personnel systems 
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the cost of education is a function of local government* In all states 
however, the cost of education still takes on enormous prcM>ortlonrt when seen in 
light of fiscal distribution. To be sure> those states that include education 
in choir budgetR find that rural budgets may allot as much as 75% or more of 
their funds for education. By way of compari8on» t;ducation usually accounts 
for less than 25X of urbcin budgets in those same states. In Virginia, of 15 
rural counties surveyed to determine the percentage of their budget that went 
for educational purposes. It was found that anywhere from 53.3/5 to 83.6% was 
al located. 

Tveetcn and Brinkman (Tweetcn, 1976) state that, on the average in 1972, 
schools "were supported 50 percent from local taxes, 40 percent from state 
sourccc$, and 10 percent from fedf^ral sources." These percentages take on 
greater significance when we realize that our school budgets for the coming 
fiscal year will show a substantial increase in local funding. In one rural 
county in Virginia, for instance, the average budget increase for the school 
for the next fiscal year is only 10% over the current year. However, the local 
share of funding will amount to an increase of In another rural county 

•'he school budget reflects a request for local funds to increase for«the first 
time in seven years. Both of these situations reflect the changing trend of 
less federal money for educational purposes. 

This issue iii compounded when we examine the genesis of local funds. In 
almost all cases, the majority of local revenue is generated from local 
property tax. Tveeten and Brinkman (Twecten, 1976} estimate that such a tax 
"provides 84 percent of locally financed school revenues." And because state 
tax laws usually limit a county's taxing ability, there are few alternatives 
for relief. This is indeed unfortunate hocause the taxing mechanism is not 
equitable In its present form in rural areas. It i^ usually the farmer who is 
hit the hardest. In fact, it Is not unusual to find that less than 25% of the 
lando%mer8 are paying at least 50% of the property taxes. Research shows that, 
locally, many of our farmers are paying three to five time^ more tax Chen their 
residential neighbors. The inequity may even be greater when ve realize that 
1) many of our farmers are at the age wl^cn their children have already 
graduated from school, and 2) ' that many of the parents of the school are 
children who cannot afford to own a home or land and pay no real estate tax at 
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all. Tweeton (Tweeten, 1976) suggests that "an obvious answer is full State 
and Federal funding of sclioois, drawing especially from income taxes." 

Consolidation has been offered as a means of reducing school capital 
project needs and administrative costs. Studies indicate that consolidation 
has both positive and negative impacts on a community, A positive factor has 
to do with size economlcf? of the schools or school districts to be consoli- 
dated, fox (Fox, 1980) reports that certain "economics do seem to be asso- 
ciated with large-scale education." The minimum high school cost-size comes 
somewhere in the area of 1,500 students. This figure decreases substantially 
for elementary schools where the ideal number, economy-wise, seems to be about 
500 pupils. Fox's study further shows support for "the existence of cconp"iiea 
In the provision of district-level administrative services." 

Negative Impacts of consolidation have to do with transportation, quality 
of education, and breakdown of community Identity. A study by Holland and 
Baritelle on nlne» school districts in Lincoln County, Washington, concluded 
that consolidation would only save 1.3 percent of total costs (Foxi 1980), 
This minor savings was due, in part, to the large transportation costs 
Involved. Their study further noted "that as no value had been placed on 
chlldrcns' time (while beinp transported to and from school), their estimate is 
an upper limit." An issue stiil being studied has to do with the quality of 
education resulting from consolidation. Although the results are inconclusive, 
there are proponents for both sides of the question. It appears that many 
factors impact on the answer. Such things as the degree and spirit of coopera- 
tion among the various geographic areas being thrown together; the support 
given the school administration by parents and their respective governing 
bodies; the support given the teachers by the school administration and 
parents; and the local political situation^ Another negative impact related to 
consolidation is the breakdown of community identity. Many have argued that 
the community school must be preserved because it offers the best form of 
education. Others hold that present day society has breached the boundaries of 
local community and the citizens are now more cosmopolitan. This may oe true 
in some areas; however, these are probably large urban areas and not rural 
areas. In most rural communities there is still a very strong corcmunity 
Identity. vShur and Tompklnfi conducted a study in the mld-1970*fi which 
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concluded that for rural areas, the loss of a schoors community identity may 
result in adverse effects on community life (Fox, 1980). 

Other related issues have to do with educational facilities and school bus 
flceti. Many of the facilities and vehicles are in excellent shape and well 
equipped, yet they may be idle for two or three months every year, a$ well as 
In the evenings, at night, and during weekends throughout the year. It appears 
that some form of multiple use for these buildings and vehicles may be the 
solution to other problems which local governing bodies are trying to solve. 
Such problems as trying to provide recreational programs and space , senior 
citizens' activities, adult education and skills improvement classes to mention 
just a few. The benefit-cost ratio for such multiple uses will outweigh the 
added administrative responsibility required. 

H ealth and Welfare Programs 

Inasmuch as state and federal regulations dictate the major portion of 
these programs, there is very little local governing bodies can do except to 
pay their share. There are, however, several Issues involved with providing 
these services that indicate the rural areas are under a greater financial 
burden than urban areas. One such issue has to do with the percentage of 
health and welfare recipients found In rural America compared to urban. 
According to Census data for 1975 and 1980, the percentage of welfare recip- 
ients for rural and urban areas were about the same for 1975, 5.6S for urban 
compared to 4.0Z for rural areas. The 1980 Census figures, howevei, show n 
decrease in the number of welfare recipients in urban areas of 0.8% while rural 
areas show only a 0.2Z decrease. Health recipients, on the other hand, made up 
25.32 of the total rural population in 1978 as compared to urban areas where 
such recipients ma/.Jp up 20.0?, of the population. A second issue relates to the 
percentage of elderly In rural areas .is compared to urban. Census data for 
1980 shows a total of 8,658,000 elderly (65 and over) in rural areas, or 14.7% 
of the total rural po.ulatlon. In urban areas; however, we see a total of 
15,085,000 elderly accounting for 9.0% of their total population. To be sure, 
not all cld^»rly require health and welfare assistance; however, nany do and 
this constitutes a heavier burden than our urban cousins have to bear. A third 
issue ri'volves around the fact that the rural scandnrd of living if? far below 
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the urban level. These Issues all work together to provide local rural 
governing bodies with less tax revenue and more service demands, 

Th' results of the impactp. of all the above can be scon by the local per 
capita expenditure for henlth and welfare progrnms between those localities 
within a Standard Metropolitan Statistical Area (SMSA) and those outside such 
an area. According to the 1977 Census of Governments based on 1975 population 
estimates, rural areas spent $8,08 per capita on health programs and $23.48 per 
capita on welfare programs (U,S, Bureau of the Census, 1980). This compares to 
urban areas spending of $15,75 per capita and $67.85 per capita on health and 
welfare programs respectively, A further comparison showing federal outlays, 
on a per capita basis, for fiscal 1978 indicates that same trend (Handler, 
1980). Metropolitan areas received $39 for health services and $6 for social 
(or welfare) services. In comparison, rural areas received $19 and $2 
respectively fov such services. 

In summary, what rural America Is facing, with regard to health and 
welfare programs, is the responsibility of providing more services, percentage- 
wise, with less tax revenue, and with decreasing federal and state agenciei. 



Concern over the delivery of utility services comes about when we learn 
that (U.S. The White House, 1978); 

1,5 million rural Americans do not have running water in their homes; 

- 7.2 million rural people have dup. wells or other water resources which 
do not meet safe drinking water standards; 

- another 6,5 million rural rosideits art* served by community water 
systems which do not meet safe drinking water standards; and 

- more than 2.4 million rural Americans do not havp ndequ/itp snwage 
disposal fariUtles." 
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Added to the above are other Issues such as the cost of providing or 
updating utility services; the economies of scale related to these services; 
alternatives for such services; and services over which local governing bodies 
have no control. 

The construction of water and sewage treatment facilities Is usually far 
nore than most rural communities can afford. The addition of several miles of 
pipelines, pumping stations and auxiliary facilities only adds to the problem. 
The result is that such costs cannot be met without extremely high taxes or 
assistance from state and/or federal sources. With most rural communities 
expending about 75?^ of their budgets now for education, plus the fact that 
utility services are not usually provided for the whole rural county or area 
being taxed, local governing bodies cannot undertake a capital project of this 
magnitude tnat will serve only a segment of the population. The picture also 
looks darker when we look for sHsistancp from state or federal sources. The 
President's economic plan seems to be moving in the direction of less federal 
aid through grants. The current budget proposes the decrease or total elimi- 
nation of programs that formerly financed a large part of a community's utility 
project . 

Those demanding utility services usually point to the concept of economies 
of size - the idea that bigger is not only better, but less expensive as "cll. 

Coelen (Coelen, 1981) points out that "what these analysts forget is that 
low population density in most rural areas contributes diseconomies that often 
offset economies from large scale production." The cost, per gallon, of treat- 
ing safe drinking water may decrease if production la doubled in order to serve 
a greater number of customers. However, if the new customers are located In 
widely dispersed areas, the required amount of new pipeline may more than 
offset the savings of treating the added amount of water. Hitzhusen and Napier 
(Hltzhusen, 1978) reference several studies showing the problems of economies 
of size In rural areas. 

In general, one of the only utilities where economies may be realized Is 
in the area of soUd waste disposal. Fox (Fox, 1981) has pointed out that 
economies of size "are limited in the collection process, although ,jer capita 
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coats may be somewhat lower In larger, more densely populated conanunltles. " He 
further fltntes that greater economies "may be possible in refuse disposal 
because initial capital investment can be diapcraed over the larger population 
served." 

Alternative systems may be the only viable solution open to rural commu- 
nities if utility services are going to be provided. It is becoming more of a 
necessity for rural leadership to be innovative and willing to experiment with 
new technologies if affordable services arc to be provided. This spirit of 
innovation and experimentation, however, is foreign to many rural communities 
that would rather remain conservative, move slowly, and not be the first to try 
n6v ideas. 

Federal agencies, such as RPA, have begun to relax some of their rro.uln- 
tinns allowing for innovations. in fact, some of these agencies are now 
producing guidelinc-f and other publications telling about some of the new 
small-scale technology that may offer a viable alternative for rural commu- 
nities. One such publication is EPA's FRD-10, listing 21 alternative waste- 
water private systems for small communities and rural areas. Many private 
companies are also providing low cost, small scale systems that claim to be 
cost efficient in sparsely populated areas. 

Technology, in the area of wntor treatment facilities, ip not yet as 
pn.nusing a.s with sewap.e treatment. Some small scale treatment packages are 
available, and more arn sure to be developed in the future. Until then, the 
most Viable solution for the provision of wnter may be the utilization of 
cluster wells to serve dispersed population settlements. Such wells can be 
more easily monitored and maintained. The Rreateat expense, after the drilling 
hafi been done, is the laying of pipeline. There is very little operational and 
raaintenanre cost. 

Solid waste services can be provided in a variety of ways. Some areas 
utilize the diinr-to-dpor pick up system; others provide small or large "green 
box" containers at several locations throughout the community; and others 
rr.aintain a central sanltiirv landfill to which citizens must bring their trash. 
Uhilv HMPr. rhest> sysioms are r-xpenslvi. as water and sewer facilities, 
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they still make up n slzeabli? expense. Modern technology lb attempting to make 
use .if solid wnHtc by recycHn^i most of it or convertinj^ it for energy use. 
ThpRf plants and proccsBOS may be cost ea'irtent in large urban aroas; however, 
they are ritill not within the price ranfee that make then attractive for rural 
areas. Soire small cities, that are able to generate about 25 tons or more of 
refuse daily, are having success with recycling plants; however, such volume as 
that requires a population of about 20,000. One small town in New Hampshire 
found that even with their popiilation of only fi,^iOO they could afford to build 
a rccyrllng plant th.it could handle 2\ tons of refuse per day and, by con- 
verting it to steam and selling this to t\ local industry, make the project cost 
efficient. 

Perhaps the greatest ircentivn for a community to find an effective 
atternatlvc method of handling and disposing of their solid waste has to do 
with thv increasing problem of finding land suitable, available, and reasonable 
for sanitary landfill operations. 

The two utility servlcos with which local governing bodies usually have no 
direct control are those dealing with electrical service and telephonic commu- 
nications. Most rural areas are served by large electric companies, or smaller 
electric cooperatives that bep.an operations in the 1930*s speeifically to serve 
such rural areas. P.lectric "coops" have, for the most part, been very success- 
ful and effective, and continue to piny a large role in rural America. 

Telephone f.ervlce, on the other hand, is still antiquated and inefficient 
in many rural areas of our nation. For example, there are counties in Virginia 
with a*» many as four or five different exchanges within a single county. This 
means that cnlls are subject to long distance charges even chough the distances 
are minimal. Another disadvaut^go lies in the fact that more than one tele- 
phone company may operate in many counties, again requiring long distance 
calling over short distances. A third problem that turpi areas experience is 
the fact that they usually arc not served by the newer, and less expensive, 
telephonic services available in urban centers. 
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Housing 



While housing way not be h larg« budget item, or even a budget item at 
all, it nevertheles'3 represents one of the major issues in rural America. The 
magnitude of the issue can be seen by Census data that reveals that while rural 
areas contair. a third of the nation's population, they also contain S0% of the 
substandard housing, and receive only 201 of housing support funding by federal 
agencies. Rural housing deficiencies are two to five times greater than tho«e 
of urban housing. Nor is rural housing the bargain that many would nnke it out 
to be. Data shows rural housing, on the average, is smaller than urban 
housing, 1,440 square feet as compared to 1,705 square feet; more costly to 
build, $25.10 per square foot as compared to $24,70 per square foot; and more 
costly to finance. The average rural single-family homeowner pays 0.9% higher 
Interest rate, with 3.1 years shorter tirm to maturity, and 0.5J5 higher 
downpayment . 



A report published by the General Accounting Office (U.S. General 
Accounting Office, 1980) in March 1980 listed the following five problems 
related to rural housing: 



1. A lack of mortgage credit. This is due to several factors. Rural 
banks have n limited capability unless they nre a branch of a 
stronger urban-based organization. Rural area.*? have n scarcity of 
savings and loan associations. Finally, there Is a low level of 
activity in rural areas by mortgage companies. 

2. Homeownership is often unaffordable for moderate-income families. In 
1979, a new home cost S57»600 with Interest rates in the midtoens. 
With i*0% of all rura\ households having incomes of Jchs chan $10,000 
per year, there in no way these individuals can own a home unless 
Komfe type of subsidy is given. 

3. The poor condition of existing units. As noted earlier, 50% of the 
housing stock In rural areas substandard. With fewer ntw homes 
being built each year to replace the needed units, and with 'jore new 
residents coming to rural areas to live, thin means the s'.tuation is 
deteriorating annually. 
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4. A shortage of affordable building sites. The fastest rising compo- 
nent of the coRt of a nev home is the cost of the land, even in niral 
areas, tn rural America, Inexpensive and suitable land Is virtually 
non-existent. 

5, The difficulty on the part of federal agencies to serve rural areas. 
Farmers Home Administration Is the only agency with offices in nearly 
every rural county, and still their staff is behind with their 
workload. Other aRenclea just do not give much priority to rural 
areas insofar as housing is concerned. 

Other Mtudies have revealed still more problems in the areas of rural 
housing: the delivery of HUD programs and the capacity of rural jjovernlng 
bodies to handle HUD requirements and paperwork; local capital resources are 
scarce; local developers believe the paperwork is not worth tlie small profit to 
be wade; local governing bodies are not willing to get involved with government 
subsidized housing; a severe lack of housing choice at affordable prices; and a 
lack of rental units at any price. 

A national survey, conducted by the Department of Housing and Urban 
Development, for the years 1970 through 1974 shows that the median value of a 
rural house increased According to the same study, the median value of an 

urban house increased 55% during the same period of time. The median valuf 
a rural hnuse in 1974 was $24,000 as compared to $28,100 for an urban house. 
Using a straight line projection methodology, we can estimate that by 1977 the 
median value of a rural house would have been $43,943 as compared to only 
$41,358 for the urban house. The result of this trend, and the current 
economic situation, may well mean that the most viable housing solution for 
many rural families is the purchase of a mobile home. 

Mobile home sales have continued to stay stable even with the housing 
market being severely hit by high Interest rates. In comparing the sale of 
mobile homes with site-built homes valued at $40,000 or loss, data shows that 
mobile honef? captured 62% of the market in 1976 and have increased that lead to 
825: In 1980 with 58% of all mobile homes being located in rural areas (Manu- 
factured Housing Institute, 1981). 



331 



821 



Transportation 

Transportation is one function of local goverr.mcnt that few rural locali- 
ties sf^em willing to get involved in although the statistics bear out the great 
need that exists. 

"Approximately 345; of the U.S. population (c. 85 Billion) and 52% of the 
n/^tion's poor live outside metropolitan areas. Many of these rural residents - 
especially the poor, elderly, handicapped, and young - are isolated and 
Immobile, and face extreme difficulties in gaining access to Jobs, health care, 
social services, shopping, recreation, and friends. The rural nobility problem 
is compounded by the simple fact of long distances and. consequently, high 
travel costs" (U.S. The White House, 1979). 

Other statistical data that help describe the problems related to trans- 
portation In rural areas include the following: 

- 157. of rural households do not own an auto and 52X own only one car 
which is usually used for work; 

- 57% of the rural poor nnd 45% of the rural elderly own no car; 

- fewer than one third ot the nation's smallest towns (population less 
than 5,000) are served by a public transit aystem; 

- less than 1% of rural persons have access to public transportation 
to get to and from work; 

- about two thirds of all places with less than 2,500 population have 
no taxi service; and 

- rural residents must travel further than urban residents for medical 
and social services. 



uc 



322 



Ciiusal factors for this situation Include population dispersal, low fanlly 
Incomes, a high nunber of one-car famlllefi, and the cost for setting up, 
operating and renlntalnlng a public transic system. 

Data reveals the node of travel In rural America and the trend since 1962 
(Saltssan, 1981): 



Mode 1962* 1967* 1972* 

Passenger auto 736 890 1,129 

Commercial air carrier 35 80 123 

Commercial bus 22 25 25.6 

General aviation 3 7 10 

Rail 20 15 8.6 



*Glvcn in billions of miles 

Every study ve have read shows the great need for mass transit systems in 
rural areas; however » in almost every case, population dispersal makes such 
systems cost inefficient unless the fares are high or local governing bodies 
are willing to subsidize the system. Inasmuch as the major rldershlp potential 
is among the elderly, poor, handicapped and young, high fares could not be 
afforded, thus defeating the purpose for such a nystcm in the l^rrtt place. Cn 
the past, Federal subsidization has been adequate; however, such assistance is 
being greatly reduced or ellttltiated altogether. Business Week . October 26, 
1981 issue, stated that due to "the Administration's proposed elimination of 
operating subsidies and other pressures, up to one quarter of the country's 300 
metropolitan transit systems night have to cease operation by 1985." This is 
the situation in urban areas where the rldershlp load is far better than it 
would be in rural areas, and where the amount of mileage driven Is far less. 

Among the greatest increase in transportation usage is air travel. Data 
shows an Increase of about 250% in commercial air travel between 1962 and 1972. 
This increase took place in spite of the fact that regulated carriers dropped 
service to 250 communities. The service dropped, however, was picked up by 
newly created commuter carriers. A total of 200 such airlines began operations 
within the past 15 years. 
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JUll service, although declining by 133: between 1962 and 1972, gtlU 
plays a hlg and growing role for much of rural Aaorlca. Host bulk materials 
still depend heavily on rail (70% of coal and 60X of grain). Even with Inter- 
city hauling on the Increase, more ton-mile traffic In 1977 was done by rail 
than by truck or pipeline. Passenger rail service, although a very small part 
of the total passenger transportation picture, has also shown a slight Increase 
with the advent of Aaitralc In the early 1970*8. 

One aspect of rural '.ransportat Ion that is becoming more of a problem Is 
th. construction and maintenance of highways and bridges. The same riusiness 
W£Sk Issue stated: "more than 8,000 miles of the Interstate system's 42,500 
»13.es, and 13Z of Its br .dges are now beyond their desired Ufa and must be 
rebuilt." They further .„l«ate "just to maintain current service levels on 
the .cads and highways outside urban areas that are not a part of the Inter- 
state system will require „„re funds for rehabilitation and reconstruction 
during the 1980's - over $500 billion - than all levels of government spent on 
all public works investments during the 1970*s," 

jRecreation 

Perhaps the most interesting commentary has to do with studies that show 
the importance of recreation and recreational facilities among rural residents 
and urban residents wanting to relocate to rural areas. At the same time, a 
quick glance at most rural budgets wUl show that very little Is being put In 
these budgets for recreational purposes. Pugultt and Zuickes (Baldassare, 
1981) conducted a study In 1975 that revealed the place recreation held for so 
»any wanting to move to the country. It appears that although the people give 
high priority to recreational needs, governing bodies do not. According to the 
1977 Census of Governments (page 299). urban areas are spending about three 
times more than rural areas on recreation. To be sure, recreation Is one of 
the merit goods and, as such. „iu find itself being among the first to be cut 
when funding becomes scarce. In many communities recreational services are 
being kept alive mainly through the charge of user fees. This practice is 
apparently more prevalent In urban areas. The 1977 Census of Governments (page 
298) again shows that urban revenues from parks and recreation are about four 
Cimea higher than rural revenues. 
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Law Enforceaent 

In many rural cOBaunltles the law enforcenent organization may conslit of 
a Sheriff* Department and a Police Department. The first ia responsible to 
the courts to serve warrants and to operate a detention facility. The sheriff 
Is an elected official. The Police Department has the responsibility of 
keeping the peace and enforcing the laws of the locality. The chief of police 
is hired by the local governing body or the manager. Within rural counties ore 
also State Police troopers who have usually been assigned to serve in a one- 
county area. Their purpose is to patrol the highways and roads, and to assise 
the local law enforcement officials when requested. 

Until recently, the rural crime rate has been one of the major reasons 
listed by many for moving from urban to rural locations. Unfortunately, with 
the rapid increase in population, there has also been an increase in crime 
rate. In Virginia, according to State Police data, the number of crimes 
committed, per capita, in rural areas for 1975, was This number 

Increased to 1:38 by 1981. In our urban centers the numbers for the same two 
years were 1:18 and 1:17 respectively. 

Fire and Rescue Services 

Thp local volunteer rescue squad and volunteer fire department represent 
one of the most remarkable services available to rural citizens. These men and 
women give of their own time to train and serve as well as to expose themselves 
to all types of dangers. For the most part, these organizations receive only a 
small portion of their financial needs from the local governing bodies; there- 
fore, they must conduct their own fund raising campaigns. Some counties may 
provide the necessary vehicles and equipment, but others do not. Most counties 
do not realize the amount of local funding that Is saved through these volun- 
teer services. A study conducted by one rural county in Virginia shows that 
volunteer firemen contribute almost $5,000 per member per year Ir. services. 
For this county, that Is a total savings of about $700,000 annually. 
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FUTURK TRENDS 

The bottom line, of course, Is simple. Agricultural communities* capacity 
to gf>vern will directly relate to their ability to deal with the threats we 
discussed earlier. 

We believe the future will show that rural America successfully survived 
tht' 80*s because It did, in fact, deal with the threats. And how will it be 
done? Wc believe future trends for rural citirens will include such things as: 

1. A willingness to change and to allow change. This Is a major step, 
but we believe it will occur. This new attitude will manifest itself 
in much innovation. Ide^s will come forth and be adopted that will 
revolutionize rural government, 

2. Along these same lines, wc believe we will witness a great deal of 
cooperative ventures between and among localities. Multi- 
jurlsdlctional projects and programs will be more common place. 
Volunteerism will become a major influence in rural communities. 

3. I.arttly, and most dramatically, we believe the innovation and coopera- 
tion will eventually Jead to the consolidation of many jurisdictions. 
Once the door is open and new ideas result in greater savings, more 
localities will see the wisdom in consolidation as a means of elimi- 
nating duplication and easing citizens' tax burdens. Although an 
unpopular and emotional issue In many areas, and not always the most 
c:ost effective action, consolidation is stlU a viable course and 
many localities arc even now investigating the possibility. 
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THE RURAL DEVELOPMENT POLICY OF 
THE CARTER ADMINISTRATION 
Lynn M. Daft * 



INTRODUCTION 

My assignment, as I understand it, is to provide an historical context for 
Consideration of rural development policy at the national level. Primary attention will 
be given to examining the rural development policy of the Carter Administration, 
announced In late 1979. The conditions giving rise to that policy, its components, and 
Impliciations for future rural development policy are examined. This will serve as a 
basis of comparison against which more recent rural policies, to be discussed by other 
speakers, can be judged. 

THE POLITI CAL ECONOMY OF AGRICULTURAL COMMUNITIES 

Before turning to this assignment, however, I would like to exercise the perogative of 
an invited speaker and offer a general observation on the central topic of this conference 

agricultural communities. Communities are generally defined in terms of common 
geographic boundaries and a common set of social interactions that occur within this 
space. Against this standard, the visual images that come to mind when one thinks of 
agricultural communities are the small towns and villages tha*( exist in rural parts of the 
United States. But are these really agricultural communities? 

There are two principal reasons for answering: "not necessarily." First, in contrast 
to earlier times, most small towns and communities in the U.S. are now primarily 
dependent on non-agricultural economic activities. Though some of this activity is in 
support of agriculture, directly or indirectly, much of it is not. Thus, for many rural 
economies, agricultural employment and income accounts for a relatively modest share 
of the total, 

» Vice President, Abel, Daft 6c Earley 
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A second and related point stems from the dramatic transformation of the 
structure of the agricultural system. This has been an evolutionary change, occurring 
over the past several decades. This transformation has now reached the point that, 
viewed from the standpoint of political economy, agricultural communities and 
communities in agricultural areas are now two quite different things. The community of 
interest that we call agriculture has lost much of its geographic dimension, largely 
because agriculture is no longer synonymous with farming. Not only has farming become 
a smaller and smaller share of the overall system whether measured in terms of value 
added or employment but the growth elements in the system are not geographically 
tied to farmland in the same way they once were (see Table 1). Thus, the worker on the 
3ohn Deere 

Table I 



Farm production 

Nonfarm activities 
Food processing 
Resources and 

services 
Manufacturing 
Transportation, 

trade, and retailing 
Eating establishments 

Total food and fiber system 

Total domestic economy 

Food and fiber system as a 
percent of the U.S. economy 



The Food and Fiber System, 1980 



Employment — 
- - millions - - 

3.3 

20.4 
1.7 

2.5 

5.1 

7.7 
3.4 

23.7 

104.7^^ 
percent 



22.6 



Gross national 

product 
originating by 

activity 
- - 5 billions - - 

66.8 

466.0 
66.9 

95.6 
98.6 

165.5 
39.4 

532.8^^ 

2,626.1 

percent 

20.3 



U Figures for 1980. 

2/ Results in a gross business multiplier of $2.30 per dollar of consumer 
purchases and exports. 

3/ Represents the available work force. 



Source: USHA, ERS, Agricultural Outlook , January/February 1982. 
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assembly line in Molin- or the bulk grain handler at the Port of New Orleans often has a 
more direct and more vital stake in the economic health of agriculture than do many of 
the farmers* nearby village neighbors. 

The important point to be made here is not so much that farming has become 
relatively less important (which it has) or that the food and agriculture sector has 
become less important (which it probably has not), but that the scope and configuration 
of this sector its dimensions as a community of interest have been dramatically 
altered. The political and economic relationships that exist within this community have 
been fundamentally altered by this transformation ... to the point that some would even 
question whether an agricultural community of interest still remains. 

Dave Hickey, writing for the Texas Observer once observed that "Home in the 20th 
Century, is less where the heart is than where you understand the sons-of-bitches."-^ 
For most members of the agricultural community, this understanding has little to do with 
contemporary settlement patterns. 

NATIONAL RURAL DEVELOPMENT POLICY IN HISTORICAL CONTEXT 

National policy toward the development of rural parts of the U.S. has gone through 
many phases. In the earliest days of this nation, when agriculture was the dominant 
economic force and most of the population was found in small settlements, national 
policy and rural development policy were practically one and the same. In that era, 
there was heavy emphasis on settling the land and building the infrastructure of a young 
nation. One could also go back to the early part of this century and the Country Life 
Commission and the programs of Roosevelt's New Deal. Although industrialization was 
well underway, there remained a considerable emphasis on the growth and development of 
rural people and their communities. 



U loel Garreau, The Nine Nations of North America , Houghton Mifflm Co., Roston: 
19SI. 
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However, rural development as it is known today is most directly traceable to 
federal activities that began in the 1950's. In the 1950's, the transition of American 
farms to larger, more specialized and more capital Intensive units was in full stride. The 
outmigration from agriculture was of such magnitude as to have noticeable effect on 
the economic and population base of many rural communities in farm areas. As a result, 
a set of issues generally defined as "rural development" were formed around the 
problems associated with high rates of outmigration from these rural areas. It was not a 
large scale effort. It consisted mainly of redirecting some agricultural research and 
extension resources toward the issue. 

Then, in the i960*s, national public policy attention turned toward issues of poverty 
and civil rights. This resulted in a significant recasting of rural development programs 
and purposes* Attention shifted from the Midwest and the Plains to the South, 
Appalachia, and other pockets of economic stagnation. Prog'/ammatically, attention 
shifted toward the economic necessities of food, shelter, and a minimum income. 

Although poverty remained on the national agenda in the 1970's, rural development 
attention refocused on the areas suffering from outmigration and the absence of 
employment opportunities. The economic and industrial development of regions 
suffering from outmigration gained primary policy attention. Reform of the welfare 
system was considered, but shelved. With the sharp increase in farm prices and Incomes 
in the mid-1970's and the resulting slowdown in outmigration from farms, there was 
somewhat less pressure and justification for promoting economic development in primary 
agriculture areas. Development efforts also became somewhat more dispersed during 
this period as program agencies broadened the scope of their attention. 
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RURAL DEVELOPMENT IN THE 198Q'S 

The Rural Policy Environment 

In many respects, the context within which the Carter rural development policy 
was developed contrasted sharply with that prevailing in earlier times. It contrasted in 
the sense that a very wide diversity of circumstance prevailed in different parts of rural 
America. There was no one central theme or common set of circumstances around which 
to fashion a policy. For example, migration patterns had altered dramcitically during the 
1970*s with many rural areas experiencing a turnaround in migration trends. In fact, 
overall, rural areas experienced more rapid population growth due to immigration than 
did urban areas during this period. And, as a result of such phenomena as the all-out 
effort to develop new energy sources in the West, the growing attractiveness of the 
Sunbelt, and the springing-up of retirement communities, excessive population growth 
became a problem common to a number of rural areas. Nevertheless, there remained 
some important exceptions to this trend. Some areas continued to experience high rates 
of outmigration and, as a result, all the economic and social problems that accompany a 
dwindling population base. About 500 counties, most of them in the Upper Plains and the 
Midwest, remained in this category. 

Though agriculture remained a dominant economic influence in many rural areas, 
non-farm economic activity became dominant in many others, as has already been noted. 
Thus, many rural economies were no longer tied to the traditional forms of natural 
resource based employment. This was particularly evident for those rural areas with 
large pools of relatively well trained labor with convenient access to large metropolitan 
markets, and a pleasant living environment. Those regions not sharing these 
characteristics remained in the backwater. 

Not only had there evolved a split between those areas that remained highly 
agricultural and those that had shifted toward non-farm economic activity, but there 
also had evolved a significant division within the farming sector itself. Due to a 
combination of circumstances, American agriculture has gradually assumed a dualistic 
structure. On the one hand, there exists a relatively small number of large, commercial 
farms representing only about 12 percent of the total number of farms but producing 
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over two-thirds of total output. At the other extreme is a very large number of very 
small farming units. Farms with sales of less than $10,000 in 19SI accounted for nearly 
half (48 percent) of all farms but accounted for less than 4 percent of total sales. As a 
group, the farms in this small sales category were operated on a part-time basis by 
families that experienced a negative net income from farming. In other words, income 
from off-farm sources were used to subsidize the farm operations. On average, the 
subsidy amounted to about $1,000 per unit or about 5 to 6 percent of off-farm income. 
Needless to say, a!tl>ough ali are classified as farm operators, these two groups have 
little in common including their viewpomts on the role of government in agriculture. 

A similarly diverse picture emerged when rural areas were examined from the 
standpoint of income and economic growth. The severe economic stagnation and 
widespread poverty of the I960*s that was documented by the Rural Poverty 
Commission's report. The People Left Behind , had been replaced by a much more robust 
rural economy. Many of those rural areas experiencing population growth during the 
!970's had also enjoyed a high rate of growth in employment and income. In the midst of 
this economic growth, however, there remained significant pockets of rural poverty. The 
incidence of poverty in rural areas, though declining, remained higher than in urban 
areas. Nearly two-thirds of the rural poor lived in the South where over 20 percent of 
..wf rural population lived on incomes below the poverty level in 1975. 

Finally, there existed a wide divergence in the capacity to govern local rural areas. 
In earlier times, the near total absence of governmental capacity at this level had often 
been used as justification for federal involvement. While this case could still be made 
for many rural areas, it could not be made uniformly. Both state and local governments 
had taken steps toward building their capacity to govern more efficiently and more 
effectively. This was augmented by the establishment of community based organizations 
in many rural areas. 

This was the general environment within which the Carter Administration 
approached the task of designng a rural development policy. It pictured rural America 
not as a homogenous section of the nation that could be easily isolated and treated with 
its own unique set of public policies, but as an extremely heterogeneous network of 
areas, some of which werr> highly integrated into the economic and social fabric of 
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adjoining urban centers and so'ne of which remained largely isolated from such influence. 
This recognition, above all others, set the tone and direction for this policy. 

Two additional factors helped round out the setting within which this policy was 
formulated. First was the existence of a vast array of federal programs designed to 
treat most of the problems that were known to exist in rural areas. This is not to say 
that these programs were functioning well (or, in some cases, at all) in rural settings, or 
that they were adequately staffed and funded, or, that the programs were well 
conceived. In fart, there was ample evidence that many of the program efforts that 
could be of greatest value to rural people were largely designed and operated for an 
urban clientele. Thus, the problem was not seen as a lack of programs or legislative 
authority so much as the need for review and redirection of those already on the books. 

Finally, there was the ever present constraint of budget. The slowing rate of 
national eronomic growth was forcing a reconsideration of all elements of fiscal policy. 
The discipline of fiscal austeritv all but eliminated the opportunity for new expenditures, 
unless of rourse they could be made possible by a reducton elsewhere in the budget. 

These three factors then a wide diversity of circumstance, the existence of 
relevant program authority, and the lack of additional funds -- determined the central 
thrust of this policy. 
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The Carter Administration Rural Development Policy 

The rural development policy developed bv the Carte Administration had two 
central aims: 

o (A) to develop a general framework of goals and principles that could be 
used in guiding specific Program actions; and 

o (R) to actively work within the confines of existing programs and 
institutions, with the advjce and counsel of all affected interests, to take 
actions on a continuing basis consistent with these goals and principles. 

Though simple in concept, this approach offerrtri a unique and potentially fruitful 
means of redirecting domestic programs. Redirection of public policy is generally 
accomplished through a major change in funding, adoption of new legislative authority, 
or reorganisation. As a result, the primary emphasis is too often placed on program 
means rather than results. Furthermore, the effort is generally undertaken on a scale of 
sufficient size as to cause many of the details to be controlled by the big picture 
decisions rather than at a level where the tradeoffs can be more intelligently judged. In 
contrast, the approach followed by this policy was to concentrate on objectives and the 
detailed actions required for the realization of these objectives. 

Components of the Policy . There were two principal components of the policy: (I) 
a statement of policy objectives and principles; (2) an action agenda. The first was as 
extreme in its breadth and generality as the latter was in its specificity. The policy 
objectives focused on satisfying: 

o Rasir human needs; 

o The need for employment opportunities and a favorable eronomic climate 
for economic development; 

o Those special needs associated with distance and scale in rural areas; and 
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o Natural resource and environmental problems. 

Supplementing these objectives were six administrative principles. They directed 
the administrators of Federal programs to: 

1. Recognize local priorities and facilitate local decisionmakings 

2. Direct expenditures in support of state and local development plans and 
priorities! 

3. Use Federal assistance to leverage private sector investments; 

Attach high priority to the targeting of assistance to disadvantaged 
persons and distressed communities; 

5. Generally increase the accessibility and relevance of Federal programs to 
rural people; and 

6. Make special efforts to provide local citizens and leaders with the help 
required for effective community decisionmaking and development 
efforts. 

As will be noted, these principles give heavy weight to the way in which people at 
the local level define their problems and propose to solve them. Sometimes they act 
through units of local government, .hough the principles were designed in recognition 
that «,me community-based action occurred outside government. The principles also 
suggest that federal monies should be linked to th.^ allocation of private funds, whenever 
possible. Thus, market forces were to help point the way toward public investments. 
Finally. ,he principles highlighted the need to attach priority to dealing with the 
problems of "the people left behind." 

As a means of translating these goals and principles into tangible results, the 
Carter policy provided for an action agenda. This agenda was to contain specific 
programmatic actions that the Administration had agreed to pursue.on the basis of 
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extensive consultation with the many affected interests. The agenda was to be in a state 
of near continuous change, with some items being dropped as they were accomolished or 
abandoned and others bein^^ added as they were identified. At the time the policy was 
announced in late 1979, a list of about 200 agenda items was identified. The following 
examples are illustrative: 

0 Further expand the delegation of Farmers Home Administration mortgage 
processing by locar savings and loan associations to additional states. 

0 Target HEW and FV^HA loan funds for medical facilities on 12^ identified 
rural communities by the end of 19S0. 

0 FMHA to agree to give priority to applications for loan and/or grant 
assistance from communities identified by EPA as failing to meet safe 
water standards. 

0 The adoption of EPA's cost-effectiveness criteria for wastewater systems 
by HUn and FMHA. 

o Implementation of a TVA demonstration project in three counties in 
Tennessee to develop unconventional gas resources. 

To oversee the maintenance and implementation of this agenda, the President 
established an interagency coordinating group (co-chaired by the White House and the 
Department of Agriculture), directed that an advisory council be formed, invited the 
Governors to establish companion organizations at the state level, and directed the 
Secretary of Agriculture to report annually lo him on progress made in achieving the 
purposes of the policy. 

Summary and Evaluation . The enormous diversity of circumstance and need that 
characterizes rural America in the l9S0's calls for a much different national policy than 
we have witnessed in the past. Past policies have too frequently f astened-on to the issue 
of the day, whether it was economic development or poverty or capacity building. While 
Federal activities addressing these and other topics has served a useful purpose, they 
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have also resulted in partial and oversimplified policies. Any national policy that 
attempts to force all of rural America into one mold is doomed from the start. For a 
political system that is accustomed to designing policy around simplified views of the 
political economy, this poses a special challenge. 

Past policies toward rural America have also suffered from severe institutional 
constraints. Historically, rural development activities at the Federal level have been the 
province of the department of Agriculture. Yet, nr iny of the Federal functions having 
greatest relevance to rural needs reside in other agencies and departments. Although 
the Department of ^griculture has sought over the past twentv years or so to broaden its 
program responsibilities in the developmental field, its efforts have met with only mixed 
success. Aside from the housing, community facility, and economic development loans 
of the Farmers Hoi. » Administration, liSHA^s involvement is decidedly agricultural. 
Although rural needs are not ignored by other agencies and departments, neither is their 
uniqueness given much special attention. And, to the extent the rural situation deviates 
substantially from the national, urban-dominated norm, this lack of attention represents 
a significant impediment to effective program administration in rural areas. 

Within this policy environment, the rural policy of 1979 offered a unique approach 
to redefining the role of the Federal government in the field of rural development. It 
began from the premise that the existing set of relevant program authorities came into 
being in response to perceived problems and a consesus among publicly elected 
representatives on how to deal with them. Rather than striking the oks clean by 
eliminating programs or disbanding agencies or transferring responsibilities to another 
level of government, this policy proposed to achieve program reform through negotiation 
over an extended period of time between the relevant interests and government. 
Although limited to this relatively narrow issue, the approach would seem to offer 
applicability to a wider range of governmental activities. 

How well did the policy perform? Unfortunately, this question is probably 
unanswerable. By its nature, pursuit of this policy required the continuing attention of 
several dozen individuals throughout the Federal government, in addition to a far larger 
number outside the government, ft was also highly dependent on the personalities and 
energies of a few key individuals involved in its original design. With the change In 
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AJministation In January 1981, most of these individuals left government. As a result, 
key aspects of the proce« were abandoned at that time. Thus, the record is insufficient 
to support any definitive judgment as to the policy's performance. 

On the surface, it would appear tc have gotten off to a good start. It was well 
received by non-governmental interests and was receiving a fairly high degree of 
cooperation by Federal agencies at the time of its discontinuance. Furthermore, a 
significant share of those items on the initial action agenda had been partially or 
completely accomplished by early I9Sl. On the negative side, it must be said that the 
initial agenda had too much the appearance of a "wish list." The process by which items 
were considered for inclusion on the action agenda had not become sufficiently rigorous 
to support decisions on some of the difficult decisions that would have been encountered. 
Neither was the process sufficiently well established to have credibility within some of 
the most important decisionmaking councils. In particular, it was not taken seriously 
within the budget-making process, a condition important to its eventual success. Still, 
these are shortcomings of the type that can be expected int he early stages of an effort 
as complex as this. Overall, I believe it fair to say that this approach to the realization 
of a more rationale, more effective national policy toward rural areas demonstrated 
uncommonly high promise. Perhaps one day it will be given another opportunity to prove 
its worth. 
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Executive Sumnian 



After a cenlur> of decline, many arca% of rural Amenca 
hive expenenced remarkable reviulization in ihe last 
decade The populafion of rural and small town America 
grew more than 50 percent faster than ihat of urban 
America in the 1970's. and more than 80 rmllion people 
(including m<ire than 20 million within sutiMical areas of- 
fuull) deMgnaied "meiropohun") now call rural America 
homtf Rural employmeni growth outpaced urhan joh pro- 
gre^H b> one-third in the last decade. The rural e<:onom> 
i-nniinued lu duersif) far bc>ond its traditional ba.sc in 
agricuhure. with irujiH expansions in manufacturing, icr* 
vices, and trades Significant advances in health, housing, 
education, and ocher living sundards also came to much of 
rural America over the past 10 years. At the same tm»e. 
rural locaJ governments and communilics benefited from 
greater mtergovernmenul assistance, active voluntary in- 
vol'.ement in community improvement, many technical and 
professional innovations, the rise of multijunsdictional 
authorities, and more effective rural organizatioiis 

But the decade's progress does no< tell the whole story of 
rural America All is not well and. in accordance with the 
Rural Development Policy Act of 1980, a strategy has 
been devised to deal more effectively with rural America's 
problems and potentials 

To define rural needs and to fashion the most practica] 
responses to them, this Administration has consulted thtvse 
who are best qualified to comment on such topics rural 
Americans In a very extensive consulution process, the 
Department of Agriculture solicited the views and recom- 
menddtinns of hundreds uf individuaJs and organizations 
representing mill»>ns of rural citizens. The Secrettry of 
Agriculture appointed a member NationaJ Advisory- 
Council on Rural DevelopmenI to help shape a new rural 
strategy. 

Rural Aniericans have made it dear that, despite the en- 
couraging statistics, progress has not visited every rural 
regmn and growth has generated new problems Many 
rural areas continue to suffer pt'^eny. isolition. and decay 
of taciliiies On the average, rural America still lags 
behiml urhan An^cnca in measurable indicators of income, 
education, and hi^using tonditii^ns. thrnigh some argue that 
lower cost« of living may offset part of the rural 
disadvantage 

Where gn»svth has been rapid, there are often new 
pri>hlems of overhurdened facilities and services, and the 
danger of losinj? a disimciue and highly valued rural way 
ot lite has also arisen 



The historical economic distinctions between rural and ur^ 
ban Amenca. to some extent, already hace been blurred 
by rural economic diversification and population growth. 
Except for agriculture and "extiactive" industries such as 
mining, in which rural America predominates, rural and 
urban economies are strikingly similar 

A p^jlicy confined to purely "rural*' mca.sures, then, 
would fail to address the true nature of many of rural 
America's modem needs Fnr that reason not ail the 
uiiliativeft outlined in this strategy are f(x*used on rural 
America exclusively. Many have a wider national applica- 
tion and are intended to benefit urban and rural areas 
alike. Too often in the past, however, the characteristics 
which help define "rural" America— sparsely and distantly 
settled p^^ulation centers, small-scale institutions, limited 
revenue bases, and widely dispersed channels of com- 
municalion— have hampered the application of largely 
urban-oriemed national policies in the rural setting 

In addition to proposing specific responses to specific rural 
concerns, this strategy is designed to see that rural 
Americans are fully considered in the many programs in 
which they have a very significant interest. 

The most often cited concerns of rural Americans— those 
with which the strategy deals in detail-are these* 

• Improved rural facilities and services 

• More effective application of national p^)licics in pro- 
grams serving rural America 

• Bener housing 

• More private secmr jobs and higher income 

The governing philosophy for addressing these concerns is 
one both strongly suggested by rural Americans and 
consistently espoused by this Administration It is a 
philosophy which attaches a high value to local leader* 
ship— as embodied in the New Federalism initiative— ami 
joini public and private efforts to deal with community 
pri>blems The four basic principles of this governing 
philosophy are to restore political authority and flexibility 
at the lecels of govemmem most accountable to the peo- 
ple; to streamline the Federal esublishment to make it 
more responsive to local and suie priorities, rather than 
the other way around, to exploit the ability of private 
enterprise as well as govemmem programs to benefit the 
public, and to build more effective partnerships between 
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public ind private efforts toward both rural and ruiioruU 
progress. 

Subsuniial progress in the rxirai condition has alre^idy been 
made through the efforu of rural Americans themselves 
and through the achievements of this Administration during 
the pail 2 yean. These achievemenu, which form a foun- 
dation for greater rural progress, iiKlude Mibsumialty 
lowered inflation and interest rites, majof relief and 
Federal spertding restraint, regulatory reform, new job 
training prog rams, a strong emphasis on iniematioiia] 
trade, and the consolidation of certain categorical aid pro- 
grams into block grants offering greater flexibility to local 
governments 

Building on this foundation, the Administration proposes 
the following additional steps. 



ImprevemtttU In FactiHhn and Servkn 



New Ffderalian in Rural AmrHca 
As part of the Administration's New Federalism initiative, 
certain community development programs will be incor- 
porated into a Federal-Suie Block Grant program Rural 
areas will be guaranteed ihe funds from programs now 
specified by law to serve small cities and rural 
conunufiitiet. 



AMlrtance to Rural Govcmments 



Rural Regulatory Relief 

While the tranj^ttion is made fiom categorical aid to block 
grants for rural development, the President's Task Force 
on Regulatory Relief will address specific ways in which 
reporting and regulatory requirements of rural development 
assistance programs may be significantly reduced through 
administrative means. 

Ttehnknl Rural AaifaUnce Infonnation Nttwork 
fTRAIM 

Under the joint sponsorship of local. State, regional, and 
national auihoriiKs-- including educational, commerical. 
philanihroptc. and advocacy organizations as well as 
governments- the creation of Suie-level Technical Rural 
Assistance Information Networks will be supported State 
TRAINS would link technical assistance services with local 
rural development leaders. 

Rural R«Mwrces GoJde 

To help facilitate cquiuble rural kccss to publit ^n<i 
private development assistance, a Rural Resources Guide 
will be published by the U S Depanment of Agriculturf 
and furnished to rural leaders The guide will caulog the 
nature and sct>pe of both private and public rural assistance 



activities, and identify effective means of access to them. 
Rural Data Collection 

To help insure that statistical gaps do not impede rural 
America's access to Federal resources, the U S. Bureau of 
the Census. Bureau of Labor Statistics, and Bureau of 
Economic Analysis will improve the quality and specificity 
of information collected and reported on rural areas. This 
data collection should include information on rural hous- 
ing, health, education, transportation, demographics, 
physical facilities, employment profiles, and other 
categories. 



Rural Housing 



Rural Housinn Block Grant 

To increase the availability of adequate hoossing in rural 
America, a rural housing block grant program will be 
established by the Federal government and administered by 
the Siatc-s. State governments will thus lead in creating 
safe and sanitary housing for low income rural people 



Private Sector Job Creation 



Rural Enterprise Zones 

The Administration has already proposed legislation to 
create ?S enterprise zones over a three year penod 
throughout the country to encourage job producers lo 
locale in economically disadvantaged areas. The Ad- 
ministration further proposes the following! 

* One third of ihe total number of ihese enterprise zones 
tM designated in rural areas: and 

* Local and Stale officials initiate the application for 
Federal zme designation, 

Trade Expanaion and Refom 

Having restored more normal agricultural irade relations 
With the Soviet Union, having challenged the unfair trade 
practices of the European Community and Japan, having 
signed the Export Trading Company Act into law. and 
having implemented the blended credit programs for 
agricultural exports, the Administration has made signifi' 
cant progress m increasing rural America's trading oppor* 
tunilies The Adniinislralion further pledges to 

* Encourage the formation of export trading companies to 
increase the export of agricultural and other rural pro- 
ducts, and 

* More s>siema(icall> disseminate Goverrunent 'sponsored 
foreign market research and other trade assistaoce to 
public and private rural trade interests 
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Kwil Ciwlk • Examine the current delivery systems of Federil hous- 

To help iiwut dial rural areai have the full range of ftnan- ing guarantee prognim in rural areas to deiermine ihe 

Cial and flnancially rclaitd lervicci Mceiury to meet com* feasibility of using U.S. Department of Agricullure. 

munfty developneM needs, the Administration will; Farmers Home Administration field offices, to improve 

boch access and delivery; and 

• Implfmcni prevUioQa of die Gtm-S( Germain 

Dqpoaitory bAiWioitt Act of 19t2 to mcourafe finan- • Instniet Farmers Home Administration's field offices to 
cial Mittiona lo provide a ftiU ru|e of such servkct provide suppon and technical assistance to rural com* 

■ fwil watt; munities seeking to underuke community facility 

projects. 



ERIC 



APPENDIX A: PRESENTERS AND PARTICIPANTS 



AGRICULTURAL COMMUNITIES SYMPOSIUM 
CONGRESSIONAL RESEARCH SERVICE 
LIBRARY OF CONGRESS 
KAY 19-20, 1983 
PRESENTERS 
AND 

PARTICIPANTS 



PRESENTERS 



Mr. Calvin L. Beale 

Head, Population Studies Section 

EDD/ERS 

U.S. Department of Agriculture 
492 GHI 

Washington, D.C. 20250 

Dr. Edward J. Blakely 
Department of City and 

Regional Planning 
University of California 
Berkeley, California 94720 

Professor Frederick H. Buttel 
Department of Rural Sociology 
Warren Hall 
Cornell University 
Ithaca, New York 14853 

Mr. Robert B. Carleson 

Special Assistant to the President 

for Policy Development 
The White House 
1600 Pennsylvania Avenue, M.W. 
Washington, D.C. 20500 

Mr. Lynn Daft 
Schnittker Associates 
1339 Wisconsin Avenue, N.W. 
Washington, D.C. 20007 

Mr. Dennis Dickstein 
Anriculture Branch 
Office of Management and budget 
8U25 N^fc!w Executive Office Building 
Washin^>ton, D.C. 2U503 

(343) 



ERLC 



354 



844 



Dr. Kenneth R. Farrell 
Director I Food and Agricultural 

Policy Program 
Resources for the Future 
I7SS Massachusetts Avenue^ N«W. 
Washington D.C. 20036 

Mr. Bruce Hawley 

Assistant Director 

Washington Office 

American Farm Bureau Federation 

600 Maryland Avenue » S.W. 

Washington^ D.C. 20024 

Professor Daryl J. Hobbs 
Rural Development Office 
812 Clark Hall 
University of Missouri 
Columbia, Missouri 65201 

Dr. John Dean Jansma 

Professor of Agricultural Economics 

238 Agricultural Administration Building 

Penn State University 

University Park, Pennsylvania 16082 

Ms. Catherine Lerza 

Associate Director 

Rural Coalition 

1000 Wisconsin Avenue, N.W. 

Washington, D.C. 20002 

Dr. Emanuel Mellchar 
Senior Economist 

Division of Research and Statistics 
Federal Reserve Board 
Washington, D.C. 20351 

Mr. James J. Mikesell 
Economic Development Division 
Economic Research Service 
U.S. Department of Agriculture 
Room 495 GHI 
500 U St. » S.W. 
Washington, D.C. 20250 

Dr. Glenn Nelson 

Senior Staff Economist for 

Food and Agricultural Policy 
Council of Economic Advisers 
Room 418 Old Executive Office Building 
Washington, D.C. 20500 



ERIC 




Robert J. Paclocco 
C.A.C.I.^ Inc. 

5700 Thurston Avenue 

Virginia Beach, Va. 23Ai»5 

Mr. Norman Reld 

Head, State and Local Section 

ERS/EDD 

U.S. Department of Agriculture 
Room 494 GHI 
500 12 St., S.W. 
Washington, D.C. 20250 

Mr. James Swlderskl 

Business Pevelopnent Representative 

Rural Ventures, Incorporated 

2001 Klllebrew Drive 

Suite 333 

Bloomlngton, Minnesota 5542U 
Dr. Luther Tweeten 

Oepartttent of Agricultural Economics 
Oklahoma State University 
Stillwater, Oklahoma 74048 



346 



PARTICIPANTS 



Mr. William E. Bivens III 
National Association of 

Development Organizations 
400 N\ Capitol Street, N.W,, Suite 372 
Washington, D.C. 20001 

Mr, Robert Boxley 
Chief, Land Brand) 
NRED/ERS/USDA 
420 GHi 

Washington, D.C. 20250 
Nora Brooks 

Farm Sector Economics Branch 

NED/ERS/USDA 

Room 243 

•^00 12th Street, S.W. 
Washington, D.C. 20230 

Mr. David L. Brown 
Associate Director 

EDD/ERS/USDA 
460 GUI 

Washington, D.C. 2O230 

Ms. Linda Church-Ciocci 
National Association of Counties 
440 First Street, M.W. 
Washington, D.C. 20U0i 

Roger Clausen 

Inter-Reiigious Task Force 

on U.S. Food Policy 
110 Maryland Ave., N.E. 
Washington, D.C. 20002 

Art Coliings 

Housing Assistance Council 
1025 Vermont Avenue > N*.W. 
Washin^^ton, D.C 20u03 

Mr. John Cornman 
Gerontological Society 

of America 
1835 K Street, N.W. 
Washington, D.C. 20006 



ERIC 




347 



Mr. Velmar Davis 
Acting Director 
NRED/ERS/USDA 
412 GHI 

Washington, D.C. 2023U 

Mr. Kenneth L. Deavers 
Director 

EDD/ERS/USOA 
AbO GHI Building 
Washington, D.C. 20250 

Ms. Roberta Drew 
Congressional budget Office 
House Office Building, Annex 2 
Washington, D.C. 20515 

Irma lulo 

Resources for the Future 
1755 Massachusetts Ave., N.W. 
Washington, D.C. 2u036 

Mr. Dick Celtman 
National Governors Association 
444 M. Capitol Street, i\'.W., v 250 
Washington, D.C. 20001 

Mr. Jacies W. Giltmier 

Assistant Washington Representative 

Tennessee Valley Authority 

412 First Street, S.E. 

Washington, D.C. 20444 

Ms. Janet Gordon 

Couicmnity Development and Consumer 

Affairs Division 
Coraptrolier of the Currency 
Washington, D.C. 20219 

Walt Grazer 

U.S. Catholic Conference 
1312 Massachusetts Ave.> N.W. 
Washington, D.C. 20u05 

Stephen Cuebert 
Farm Credit Administration 
490 L'Enfant Plaza East, S.W. 
Washington, D.C 20578 



348 



Mr. Thomas Hady 

Chief, Community Resources Branch 

EDD/ERS/USDA 

496 GUI 

Washington, D.C. 2025U 
Joan Harris 

National Rural Development 
and Finance Corporation 
1300 I9th Street, // 36U 

Washington, D.C. 20036 

Mr. Fred Hines 

Community Resources Branch 

EDD/ERS/USDA 

494 GHl 

Washington, D.C. 20250 

Eigie Holstein 
National Conference of 

State Legislatures 
444 N. Capitol Street, N.W., // 203 
Washington, D.C. 20001 

Ms. Carolyn Kazdin 
Executive Director 
Rural American Women 
1522 K Street, N.W., // 700 
Washington, D.C 20006 

Mr. Howard "liud" Kerr 
Coordinator, NER, 

Small Farms Research 
Room 321, Building 003 
Beltsville Agricultural 

Research Center 
Beltsville, Maryland 20705 

Ms. Ruth Kobell 

National Farmers Union 

600 Maryland Avenue, S.W., // 202 

Washington, D.C. 20024 

Linda Kravitz 

Housing Assistance Council 
1025 Vermont Ave., S.W. 
Washington, D.C. 200Ub 

Ms. Kathleen Lawrence 
Deputy Director 

Office of Rural Development Policy 
Room 4128, South Bldg. , USDA 
Washington, D.C. 2u25U 




349 



Mr* Chuck Little 
American Land Forum 
5410 Grosvenor Lane 
Bethesda, Maryland 20814 

Bob Meehan 

Office of Rural Development Policy 
Room 4128, South Bldg.^ USDA 
Washington, D.C. 20250 

Mr. Roiiaid Meekhoi f 
Chief, Inputs and 
Finance Branch 
NED/ERS/USDA 
200 GHI 

Washington, D.C. 20250 

Mr. Jim Miller 
National Grange 
1616 H Street, N.W. 
Washington, D.C. 20u06 

Mr. John Montgomery 
National Rural Water Association 
1701 K Street, N.W. , // 80b 
V/ashington, D.C. 2UUU6 

Mr. Michael J. Phillips 
Food and Renewable Resources Staff 
Office of Technology Assessment 
600 Pennsylvania Avenue, S.E. 
Washington, D.C. 20510 

Mr. Willard "bill" Phillips, Jr. 
Director 

Office of Rural Development Policy 
Room 4128, South Bldg., USDA 
Washington, D.C. 2UZ5U 

Linda Pierce 

Resources for the Future 
1755 Massachusetts Ave., N.W. 
Washington, D.C. 20036 

Doum A. Reimund 

Farm Sector Economics Branch 

NED/KRS/USLA 

245 GUI 

Washington, D.C. 2025U 



360 



George Rucker 
Rural America 

1900 M Street, // 320 

Washington, D.C. 20036 

Ed Schaefer 

Resources, Community and Economic 

Development Division 
General Accounting Office 
Room 6d39 

South Agricultural Building 
Washington, D.C, 2u250 

Jeff Schlff 

National Association of Towns 

and Townships 
1522 K Street, N.W., Suite 730 
Washington, D.C, 20005 

Mr. Thomas J* Storm 

Resources, Community and Elconomic 

Development Division 
General Accounting Office 
Room 6639 

South Agricultural Building 
Washington, D.C. 20250 

Frank G. Tsutras 
Director 

Congressional Rural Caucus 
Room 595 
House Annex it 2 
Washington, D.C. 20515 

Mr, William B. Whlslon 

Director, Office of economic Research 

Small Business Administration 

1441 L Street, N.W. 

Washington, D.C, 2u4i6 



ERIC 




APPENDIX B: AGENDA 



AGRICULTURAL COMMUNITIES: TH£ INTERREUTIONSHIP OF AGRICULTURE 
BUSINESS, INDUSTRY, AND GOVERNMENT IN THE RURAL ECONOMY * 

A SYMPOSIUM 

The Muraford Roob 
Madison Building 
Library of Congreas 

THURSUAY, MAY 19 

8530-9:00 Muaford Room. Greet-gi froa Gilbtrc Gude , Director, 

Congrtaaional Rtaearch Service, Overview of symposium, 
outline of procedureb, 

9:00-9:45 The Future of Agricultural Comnuniclea 

Dr. Edward J. Blakely 

Deparcaent of City and Regional Planning 
Unlveraity of California at Berkeley 
Director, Rural Dcvelopaent Policy Project 

IOjOO-UjOO Panel A; The Rural Setting Director'. Conference Room 

Dennii Little, Moderator 
Charlotte Breckenridge , Rapporteur 
Jeff Zinn, Rapporteur 

Panel B; Credit Muaford Room 

Jean Welli, Moderator 
Jld Bickley, Rapporteur 
Reay Jureaaa , Rapporteur 

2: 00-4 {00 Fenel C; Agricultural Sector Muaford Room 

Barry Carr, Moderator 
Remy Juremas, Rapporteur 
Nancy Millar, Rapporteur 

^' Local Governance Dining Room A 

Sandra S, Osbourn, Moderator 
Stacy Keen, Rapporteur 
Eugene Boyd, Rapporteur 

FRIDAY. MAY 20 

9;00-10!00 Farm Structure and Rural Development Muaford Room 

Frederick H, Buctel 
Department of Rural Sociology 
Cornell University 

10:00-12:00 Panel Reports and General Diacussion Hun ford Rooq 

(351) 



ERLC 



352 



2. 



3. 



The Runl Setting 

Dennii Little, Moderator 
The Changing Nature of Agricultural Conmunitiei 
Daryl J, Hobba 

Profeiaor of Rural Sociology 
Univeriity of Miiaouri-Columbii 

Agricultural Cowunitiea: Economic md Social Setting 

Calvin L, Btale 

Head, Population Studiea SecCion 

Economic Development Diviiion/Economic Rtacarch Service 
U«S« Department of Agriculture 

Netural Reioutcea and Agricultural Comaunitlea 

Kenneth Farrell 

Director, Food and Agricultural Poli'-.y Program 
Rciourcei for the Future 

Rural Data Needa for Improved Policy Deiign and Implementetion 

Glenn Nelaon 

Senior Staff Economift for Food and Agricultural Policy 
Council of Economic Adviaera 



Jean Weill, Moderator 

Cradit and Credit Inititutions in Agricultural Connunitiea 

James J. Hikeacll 

Rural Buiineii end Credit Section 

Economic Development Diviiion/Economic Reicirch Service 
U,S, Department of Agriculture 

Trends Affecting Private Credit Xnatitutioni 

Eminuel Helichar 
Senior Economiit 

Division of Reiearch and Statiitics 
Federal Reserve Board 

Credit as a Public Policy Tool 

Dennii DicKitein 

Budget Examiner 

Agricultural Branch 

U.S. Office of Management and Budget 



Panel fi« Credit 



ERIC 




353 



4t Dimitiished Federal Credit AcCiviCy: Xapeces on Agricultural CoaauniCiet 
Janes Swiderski 

Buiin^ii Development Repreientativc 
Rural Venture!) Incorporated 



P«ael C, The Agricultural Sector 

1. Africulture at a Factor in Rural Areai 

Ji Dean Janiaa 

Profeiior of Agricultural Economics 
Penn State Univeriicy 

2. Change in Agriculture: laplicationi for Agricultural Cosaunitiei 

Luther Tveeten 
Regent! Proftiior 

DepartMnt of Agricultural Econoaici 
Oklahosa State University 

3i The Fanily Farm and Agricultural Conmunities 

Catherine Lerzi 
Aiiociate Director 
Rural Coalition 

4. Rural Coonunities and Agriculture; A Conitructive or Destructive 
Relationship? 

Bruce Hawley 

Assistant Director, Washington Office 
American Fern Bureau Federation 



Panel D, Local Governsnce 

1. Agricultural Cpfamunlt les : Capacity to Govern 

Robert J. Paciocco 

Foraer County Administrator, 

Prince Edward County, Virginia 
CACI, Inc. 

2. Agricultural Comaunities : Fiscal Capacity 

J. Norman Re id 

Head I State and Local Section 

Economic Development Division/Sconosic Research Service 
U.S. Department of Agriculture 



]6i 



354 



Rural Devclopraent Program to Small Town and Rural Development Policy! 
1955-1980 

Lynn Daft 

Schnittker Astociatcs 
(Foraerly Aaaociate Director^ 
White Houae Doaeatic Policy Staff) 

The Nftw Federalism and Agricultural Comunities 

Roberc B. Carleson 
Special Asaiatant to the President 
for Policy Development 




